Bulgaria

In 2023 Bulgarian economy slowed its growth (1.9%) compared to the previous year (4.0%), but it
remained above the average levels for the EU and the Eurozone. The economic growth in Bulgaria
was driven mainly by gross fixed capital formation and private consumption.

In 2023, the unemployment rate slightly increased to 4.3% from 4.2% at the end of the previous
year. The average annual change of HICP in Bulgaria declined to 8,6% from 13% in 2022.

Despite the economic challenges associated with the uncertain international environment,
including close to Bulgaria, the banking sector remained stable and maintained a solid capital
and liquidity position. In 2023 the banking sector operates in the conditions of the negative
effects of the war in Ukraine, the uncertainty around the world and the tightening of monetary
conditions in Europe and Bulgaria. The financial result of the banking system is influenced by the
double-digit growth of the volume of loans in almost all business segments, which affects the net
interest income and the netincome from fees and commissions, the beginning of the increase in
interest rates on some loans and the slower pace of an increase in the interest rates on deposits,
as well as lower impairment expenses.

As of December 31,2023, 23 banks were operating in Bulgaria, including 6 foreign bank branches.
The top five banks held approximately 76.8% of all assets. At the end of 2023, the market share
of four significant institutions (according to the ECB criteria) comprised 68.8% of the banking
system assets, less significant banks held 28.8%, and branches of foreign banks 2.5%. In 2023
the consolidation process in the Bulgarian banking sector was marked by the acquisition of BNP
Paribas Personal Finance Bulgaria EAD by Post bank (Eurobank Bulgaria AD).

In 2023 the banks’ total assets increased by 10.7% year-over-year to €87.98 billion (BGN 172,08
billion). The share of loans and advances slightly increased to 60.0% compared to 59.6% at the
end of 2022. The share of cash increased to 21.1% from 20.9%, and the share of securities
declined to 15.1% from 15.2% a year ago.

The total outstanding amount of loans to the non-government sector (non-financial corporations
and households and NPISHs) grew by 10.9% to €42.13 billion (BGN 82.40 billion) from €37.98
billion (BGN 74.27 billion) in 2022, according to the BNB monetary statistics. In 2023 the
outstanding amount of loans to non-financial corporations increased by 6,9% (from 10.4% in
2022), reaching €22.50 billion (BGN 44.00 billion). By sector classification, the highest amount of
loans and deposits were reported in the trade and manufacturing sectors.

As of the end of 2023, the amount of non-performing loans (NPLs), excluding central banks and
credit institutions, continued to decline, reaching €1.13 billion (BGN 2.21 billion) in absolute
terms, or 2.27% as a share of the gross loan portfolio. Concurrently, the provision coverage ratio
in the Bulgarian banking system remained higher than the EU average.
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Despite the prolonged period of low interest rates, deposits accumulated by the banks increased
by 9.5% and reached €65.2 billion (BGN 127.5 billion) in 2023, or 66.7% of GDP. Approximately
two-thirds of the deposits were held by the household sector (63%).

According to the BNB interest rate statistics, the average interest rates on newly contracted term
deposits and on almost all newly agreed loans (except housing loans) reported anincrease by the
end of 2023.

The net profit of the banking system increased by 64.4% to €1 747 million (BGN 3,417 billion). The
netinterestincome rose by 50.4% to €2.48 billion (BGN 4.85 billion) and the netincome from fees
and commissions grew by 3.1% to €753.9 million (BGN 1.49 billion).

In 2023 the Bulgarian banking sector continued to have a solid capital position maintaining
capital and leverage ratios well above the regulatory requirements. At the end of 2023, CET 1 of
the banking system was 20.51%, and the total capital adequacy was 21.65%. The LCR stood at
246.7%, and the NSFR reached 158.1%, significantly exceeding the regulatory requirements. In
2023, ROA increased to 2.1% from 1.4%, and ROE grew to 18.5% from 12.5% a year ago.

As of the end of 2023, 62,600 people were employed in the financial sector, and approximately
25,700 of them were in the banking sector.
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