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Abbreviations
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ZUNK ≠ Bulgarian abbreviation of the Law on Settlement of Nonperforming Credits
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BUDGET DEFICIT FINANCING BY
GOVERNMENT SECURITIES ISSUES�

In December the Ministry of Finance issued through auctions organized by
the BNB two government securities issues under Regulation No. 5, including one
short-term discount treasury bills issue, No. BG3011303008, and one medium-
term (five-year) treasury bonds issue, No. BG2030203116. Issued bonds involved
tap treasury bonds which is standard practice at present; five-year government se-
curities were opened again in December.

At the auctions primary dealersí bids totaled BGN 70,920 thousand:
BGN 10,170 thousand for three-month and BGN 60,750 thousand for five-year
government securities (Chart 1). Approved bids totaled BGN 30,170 thousand
nominal value, including three-month of BGN 10,170 thousand and five-year of
BGN 20,000 thousand (Charts 2 and 3). Bid-to-cover ratio of the issues approved
for sale in December accounted for 2.22: 0.85 on three-month and 3.04 on five-
year government securities (Chart 4). Government securities issued in December
decreased by BGN 20.4 million on a year earlier basis (Chart 2).

In the review period the yield attained in the primary market reflected de-
mand for government securities as a whole, and preferences for particular kinds
of debt instruments. The yield of three-month government securities increased by
0.2 basis points compared to the previous month and amounted to 2.83%. The
yield of five-year government securities was 4.87%, a decrease of 0.1 basis points
compared to the previous period (Charts 5, 6 and 8).

Chart 1
Government Securities Issue in December
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Chart 3
Structure and Volume of Government Securities Issued for

Budget Deficit Financing in December

Note: Including target issues of government securities.

Chart 2
Sales of Government Securities Issues
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Chart 4
Bid-to-Cover Ratios of Issues Sold

Two treasury bills issues matured in December: one 2002 treasury bills issue
(No. BG3011502005) and one 2003 treasury bills issue (No. BG3011003004).

In the reporting period one issue of three-year treasury bonds earmarked for
direct sale to individuals was put in circulation: issue No. 824 of 10 December
2003. Issue No. 824 totaled BGN 6,448.2 thousand nominal value, which is a com-
paratively high amount approved for sale for a single issue of this kind of govern-
ment securities (Chart 11).  One 2001 issue, totaling BGN 632.7 thousand, ma-
tured in December. During the period under review reverse purchases accounted
for BGN 350 thousand (Chart 12).
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Chart 5
Yield of Primary Market Government Securities

Note: The yield is on an effective annual basis.

Prices of Issues Sold per BGN 100 Nominal Value

NOVEMBER 2003

3-month 5-year 15-year

BG3011203000 BG2030203116 BG2040403219 (EUR)

Minimum 99.30 99.05  93.90
Average-weighted 99.34 99.22  94.81
Maximum 99.38 99.46  101.97

DECEMBER 2003

3-month 5-year 15-„Ó‰Ë¯ÌË

BG3011303008 BG2030203116

Minimum 99.00 99.21
Average-weighted 99.29 99.48
Maximum 99.36 100.28
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Chart 6
Dynamics of the Average Annual Yield of Primary Market

Government Securities

Note: Five-year tap government securities issue; the above dates indicate the auction dates.

Chart 7
Government Securities Bought in the Primary Market

through Competitive and Noncompetitive Bids
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Chart 9
Average Term of Outstanding Government Securities Issues by Month

Note: The average term is calculated on the basis of the maturity structure of government securities issued for budget deficit
financing.

Chart 8
Yield Curve of Primary Market Government Securities in December

Note:  Average-weighted yield on an effective annual basis.
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Chart 10
Monthly Liquidity Regulation through Government Securities

Maturities and Issues

Chart 11
Primary Dealersí Direct Sales of Government Securities

from Target Issues in December
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Chart 12
Issued and Repaid Government Securities from Target Issues
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Auction Issue Maturity Issue Scheduled Total nominal value
date date date term volume (BGN) (BGN)

*02.02.2004 04.02.2004 04.02.2014 10-year 20 000 000 up to 80 000 000

*09.02.2004 11.02.2004 11.02.2011 7-year 20 000 000 up to 80 000 000

*16.02.2004 18.02.2004 18.02.2007 3-year 20 000 000 up to 100 000 000

23.02.2004 25.02.2004 25.05.2004 3-month 12 000 000

TOTAL, incl.:  52 000 000

 bills  12 000 000

 bonds  40 000 000

Note: The Ministry of Finance is entitled to make relevant adjustments in the calendar where necessary.

* Tap issue.

Auction Calendar of Government Securities Issues for February 2004

  Government Monday Tuesday Wednesday Thursday Friday

    securities 2 3 4 5 6

bonds 3 109.7
target issues 21.3 15.4
GGS 55.7

9 10 11 12 13

target issues 510.1
bonds

16 17 18 19 20

bills
target issues 18.8 16.4 11.1

23 24 25 26 27

bills 12 000.0
target issues 418.6

March

1

bills
target issues 17.1

Note: When the payment day is not a business day, payment is effected on the following business day.

Pending Payments on Government Securities in February 2004
(thousand BGN)
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DOMESTIC  DEBT  DYNAMICS�
By end-December 2003 domestic debt totaled BGN 2,241,122.8 thousand.

The share of budget deficit financing government securities was 76% in overall
debt and that of government securities issued for structural reform, 24%
(Chart 13).

By end-December government securities issued for budget deficit financing
accounted for BGN 1,703,919.1 thousand. Issued government securities totaled
BGN 879,187 thousand, including BGN 29,800.6 thousand sold directly to indi-
viduals. Securities repaid in December accounted for BGN 637,538 thousand, in-
cluding short-term treasury bills of BGN 219,035.5 thousand. As a result of ef-
fected operations the maturity structure of government securities issued for bud-
get deficit financing was changed: the share of three-year and five-year govern-
ment securities reached  14.9% and 33.5% respectively. The share of all other
types of government securities decreased (Chart 14). The average-weighted ma-
turity of government securities issued for budget deficit financing reached five
years and eleven months. By end-December government securities issued for
structural reform reached BGN 537,203.7 thousand. In the review period USD-
denominated ZUNK bonds of USD 387.1 thousand and EUR-denominated
ZUNK bonds of EUR 51.8 thousand were used for repayment of obligations to
the state under ZUNK. In December USD-denominated ZUNK bonds were re-
placed by EUR-denominated long-term government bonds (issue No. 400 of
1999) of EUR 2,214.1 thousand nominal value. In addition, payments amounting
to BGN 46.2 thousand on bonds issued under the terms of CM Decree No. 3 of
1994 were also effected.

Debt movements in December led to a change in debt forex structure
(Chart 15). The share of government securities in US dollars decreased from
12.2% to 11.4% respectively at the expense of government securities denomi-
nated in levs and euro which increased to 66.1% and 22.6% respectively. Debt
maturity structure also changed. Short-term and long-term government securities
decreased to 3.2% and 59.4% respectively at the expense of medium-term securi-
ties which increased to 37.4% (Chart 16). Government securities with fixed inter-
est coupons comprised 76% and government securities with floating interest cou-
pons, 24%.

Since early-2003 repaid interest and discounts have totaled BGN 118,678.5
thousand. Interest and discounts on government securities for budget deficit fi-
nancing of BGN 103,167.4 thousand, or 86.9% of overall repaid interest and dis-
counts, were repaid in December (Chart 19). Expenditure on five-year govern-
ment bonds occupied the largest share, 38.7%, followed by seven-year bonds,
19.4%, and three-year bonds, 19.3%.
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I. DEBT ON GOVERNMENT SECURITIES
    ISSUED FOR BUDGET DEFICIT
    FINANCING

1. Government securities issued in 1998
       5-year
2. Government securities issued in 1999
       5-year
3. Government securities issued in 2000
       3-year
       5-year
4. Government securities issued in 2001
  4.1. Medium-term
       2-year
       5-year
  4.2. Long-term
       7-year
5. Government securities issued in 2002
  5.1. Short-term
       3-month
       12-month
  5.2. Medium-term
       2-year
       3-year
       5-year
  5.3. Long-term
       7-year
       10-year
6. Government securities issued in 2003
  6.1. Short-term
       3-month
       12-month
  6.2. Medium-term
       3-year
       5-year
  6.3. Long-term
       7-year
          EUR-denominated (lev equivalent)
       10-year
       15-year
          EUR-denominated (lev equivalent)

TOTAL (I)

II. DEBT ON GOVERNMENT SECURITIES
      ISSUED FOR STRUCTURAL REFORM

¿1. Long-term government bonds issued pursuant to
      CM Decree No. 244 of 1991

Amount Change in 2003 Amount
                                    Structure as of as of

31 Dec. 2002 increase        decrease 31 Dec. 2003

Domestic Debt
(thousand BGN/thousand EUR/thousand USD)

(continued)

 4 090.9  4 090.9  -
 4 090.9  4 090.9  -
 2 659.7  -  2 659.7
 2 659.7  -  2 659.7

 179 719.4  151 653.8  28 065.6
 139 929.7  139 929.7  0.0
 39 789.7  11 724.1  28 065.6

 480 853.1  260 629.7  220 223.4
 451 915.5  260 629.7  191 285.8
 211 958.6  211 958.6  -
 239 956.9  48 671.1  191 285.8
 28 937.6  -  28 937.6
 28 937.6  -  28 937.6

 794 946.9  113 399.9  681 547.0
 111 748.7  111 748.7  -
 35 676.8  35 676.8  -
 76 071.8  76 071.8  -

 363 847.6  1 651.2  362 196.3
 15 709.9  1 651.2  14 058.7

 174 103.5  -  174 103.5
 174 034.2  -  174 034.2
 319 350.6  -  319 350.6
 237 780.3  -  237 780.3
 81 570.3  -  81 570.3

 -  879 187.0  107 763.7  771 423.4
 -  179 549.0  107 286.8  72 262.2

 141 225.8  107 286.8  33 939.0
 38 323.2  38 323.2

 -  253 718.5  476.9  253 241.6
 79 800.6  476.9  79 323.8

 173 917.9  173 917.9
 -  445 919.5  -  445 919.5

 309 753.6  309 753.6
 205 362.2  205 362.2
 99 078.0  99 078.0
 37 087.9  37 087.9
 37 087.9  37 087.9

 1 462 270.1  879 187.0  637 538.0  1 703 919.1

 2 476.6  275.2  2 201.4
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¿2. Long-term government bonds issued
      pursuant to CM Decree No. 234 of 1992
¿3. Long-term government bonds issued
      pursuant to Articles 4 and 5 of ZUNK of 1993
              in BGN
              denominated in USD
              lev equivalent
              denominated in EUR
              lev equivalent
¿4. Long-term government bonds issued
      pursuant to CM Decree No. 3 of 1994

TOTAL (A)

B.  Government securities in BGN issued pursuant
      to Articles 8 and 9 of LSPDACB of 1996
      Government securities issued in 1996
      Government securities issued in 1997

TOTAL (B)

TOTAL (II)

GOVERNMENT DEBT, TOTAL

III. DOMESTIC GOVERNMENT GUARANTEES

DOMESTIC DEBT, TOTAL

Notes:

Domestic debt based on cash flows.

The IMF extends its tranches to the central bank which then on-lends them to the government under Article 45 of the Law
on the BNB. So far, the credits extended by the BNB to the MF are reported as domestic government debt to the BNB, on
the one hand, and foreign liabilities of the BNB to the IMF, on the other hand.
In the Government Debt Management bulletin, debt to the IMF is included in the foreign debt structure and excluded from
domestic debt structure in order to avoid any mistakes in using debt information.

Debt recalculation in US dollars and euro is based on BNB exchange rate of the relevant currency against the lev for the last
business day of the respective period.

Amount Change in 2003 Amount
                                    Structure as of as of

31 Dec. 2002 increase        decrease 31 Dec. 2003

(continued) (thousand BGN/thousand EUR/thousand USD)

 1 907.7  127.2  1 780.6

 6 890.0  430.6  6 459.4
 195 836.5  31 257.6  164 578.8
 369 143.9  254 860.2
 126 803.5  15 420.4  7 790.7  134 433.1
 248 006.0  262 928.4

 739.3  46.2  693.1

 629 163.5  528 923.0

 18 437.3  8 280.7
 1 876.0  1 876.0  -

 16 561.3  8 280.7  8 280.7

 18 437.3  8 280.7

 647 600.8  537 203.7

 2 109 870.8  2 241 122.8

 1 881.2  -

 2 111 752.0  2 241 122.8
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Chart 14
Outstanding Government Securities Issued for Budget Deficit Financing

as of 31 December

Note: The average-weighted maturity of government securities issued for budget deficit financing is five years and eleven
months.

Chart 13
            Changes in Domestic Government Debt
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Chart 17
Shares of Outstanding Government Securities with Fixed

and Floating Yield as of 31 December

Chart 15
Forex Composition of Outstanding Government Securities as of 31 December

Chart 16
Maturity Structure of Outstanding Government Securities

as of 31 December
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Expenditure on Domestic Debt between 1 January and 31 December 2003
(thousand BGN)

                                                         Structure Amount of repaid 
interest (discount)

I. DEBT ON GOVERNMENT SECURITIES ISSUED

FOR BUDGET DEFICIT FINANCING

1. Government securities issued in 1998

           5-year

2. Government securities issued in 1999

           5-year

3. Government securities issued in 2000

  3.1. Medium-term

           3-year

           5-year

4. Government securities issued in 2001

  4.1. Medium-term*

           2-year

           5-year

           7-year

5. Government securities issued in 2002

  5.1. Short-term

          3-month

        12-month

  5.2. Medium-term

          2-year

          3-year

          5-year

  5.3. Long-term

          7-year

          10-year

6. Government securities issued in 2003

  6.1. Short-term

          3-month

  6.2. Medium-term

          3-year

  6.3. Long-term

          5-year

          7-year

                 EUR-denominated (lev equivalent)

          10-year

TOTAL (I)

1 098.6
1 098.6

286.3
286.3

12 337.6
12 337.6
8 148.1
4 189.5

34 109.6
34 109.6
9 902.3

21 957.3
2 250.0

51 087.8
4 251.3

323.2
3 928.2

23 284.8
918.1

10 558.0
11 808.8
23 551.6
17 191.3
6 360.3
4 247.5

713.2
713.2

1 250.4
1 250.4
2 283.9

624.5
574.8

-301.2
1 084.6

103 167.4

(continued)
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* Including interest revenue from tap medium-term government securities issues.

(continued) (thousand BGN)

                                                         Structure Amount of repaid 
interest (discount)

II. DEBT ON GOVERNMENT SECURITIES ISSUED

AS A RESULT OF STRUCTURAL REFORM

¿. Debt on government securities issued to settle

nonperforming credits of state-owned companies to banks

   1. Bonds issued pursuant to CM Decree No. 244 of 1991

   2. Bonds issued pursuant to CM Decree No. 186 of 1992

   3. Bonds issued pursuant to Articles 4 and 5 of ZUNK of 1993

        lev bonds

        USD-denominated bonds (in BGN at the current exchange rate)

        EUR-denominated bonds (in BGN at the fixed exchange rate)

   Total (A)

 B. Debt on government securities issued pursuant to Articles 8 and 9 of LSPDACB of 1996

   Total (B)

TOTAL (II)

EXPENDITURE ON GOVERNMENT DEBT, TOTAL

III. GOVERNMENT GUARANTEED DEBT

EXPENDITURE, TOTAL

99.3
61.4

14 812.0
241.2

6 492.5
8 078.4

20.2

14 993.0

518.1

518.1

15 511.1

118 678.5

0.0

118 678.5
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Chart 18
Structure of Expenditure on Government Securities Issued

 for Budget Deficit Financing in December

Chart 19
Structure of Expenditure on Domestic Debt
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By end-December foreign debt totaled EUR 7,295.4 million. Government
debt accounted for EUR 6,903.1 million and government guaranteed debt
amounted to EUR 392.3 million.

In December new foreign financing amounted to BGN 11,572.4 thousand.
Payments on the debt totaled BGN 57,346.2 thousand, of which BGN 31,863.8
thousand principal repayments and BGN 25,482.4 thousand interest. Predomi-
nant among them were repayments to the World Bank (BGN 11,228.3 thousand),
to the IMF (BGN 10,194 thousand) and on government guaranteed debt
(BGN 7,047.1 thousand). Interest was repaid mainly to the World Bank
(BGN 12,806.7 thousand), on government guaranteed debt (BGN 3,973.1 thou-
sand) and to the European Union (BGN 3,136.4 thousand).

Since early-2003 received loans have totaled BGN 847,818 thousand, of which
BGN 295,721.5 thousand receipts from the World Bank, BGN 256,649.9 thou-
sand from the IMF, BGN 165,677.9 thousand on government investment loans
and BGN 130,835.9 thousand on government guaranteed loans. Payments on the
debt have amounted to BGN 1,410,535.8 thousand, including BGN 767,404.9
principal repayments. The largest amounts were repaid on Brady bonds
(BGN 178,820.1 thousand), followed by repayments to the IMF (BGN 148,068.4
thousand), to the Paris Club (BGN 121,589.3 thousand), on government guaran-
teed loans (BGN 85,279 thousand) and on government investment loans
(BGN 64,744.2 thousand). By end-December net foreign financing totaled
BGN 80,413.1 thousand.

In November a forex swap transaction was concluded with the World Bank
under FESAL 1, Financial and Enterprise Sector Adjustment Loan, extended by
the World Bank. The initial loan amounted to USD 100 million. Principal and in-
terest repayments were swapped in euro with effective date 15 December 2003.
The debt amount as of the effective date was USD 95.8 million.

Foreign debt structure underwent certain changes as a result of the effected
swap. Debt denominated in euro increased from 34.7% in November to 36.9% in
December at the expense of the debt denominated in US dollars which com-
prised 47.2%. Debt in other currencies amounted to 16%. A slight change was re-
ported in debt interest structure. Proportion between the debt with floating inter-
est coupons and fixed interest coupons reached 62.4% to 37.6%. The average-
weighted residual term to maturity of the foreign debt was nine years and ten
months.

Other bonds (global bonds and eurobonds) occupied the largest share in debt
structure by type of creditor, 27.9%, followed by Brady bonds, 25.9%, and debt
to the IMF, 12.9%. Obligations to the World Bank comprised 11.9%, to the Paris
Club, 3%, to the European Union, 4.8%, and on government guaranteed loans,
5.4%.

FOREIGN DEBT DYNAMICS�
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New Foreign Financing and Foreign Debt Payments
as of 31 December

(thousand BGN)

Received credits Payments, incl.
                            Structure (tranches) installments interest

 716 982.1  682 125.9  612 411.8

 -  178 820.1  434 769.0
 -  178 820.1  107 644.3
 -  -  327 124.6

 716 982.1  503 305.8  177 642.9
 -  121 589.3  19 990.2

 295 721.5  75 142.7  52 417.0
 295 721.5  56 252.6  46 689.4

 -  18 890.1  5 727.6
 -  5 991.8  2 431.7
 -  78 233.2  20 326.7

 256 649.9  148 068.4  42 165.7
 -  -  3 710.4

 165 677.9  64 744.2  32 651.2
 33 346.3  3 579.0  4 501.4
 93 696.5  44 510.5  22 033.8

 59.4  16 654.7  3 612.3
 38 575.8  -  2 503.7
-1 067.3  9 536.1  3 950.1
-1 067.3  7 194.3  3 116.6

 -  809.9  327.9
 -  1 532.0  505.5

 130 835.9  85 279.0  30 719.1

 1 019.4  19 522.6  11 851.1
 3 911.7  11 541.8  5 150.9

 18 248.8  12 584.4  2 341.7
 107 656.1  41 630.2  11 375.3

 847 818.0  767 404.9  643 130.9

 Government debt

I.  Bonds
     1. Brady bonds
     2. Other bonds
II. Credits
     1. Paris Club
     2. World Bank
         2.1. World Bank
         2.2. JBIC (JEXIM)
     3. G24
     4. European Union
     5. IMF
     6. Other
     7. Government investment loans
         7.1. World Bank
         7.2. European Investment Bank
         7.3. EBRD
         7.4. Other
     8. Called government guarantees
         8.1. World Bank
         8.2. European Investment Bank
         8.3. Other

 Government guaranteed debt

     1. World Bank
     2. European Investment Bank
     3. EBRD
     4. Other

 TOTAL

Notes:

1. Values in BGN of the new foreign financing and payments effected are calculated on the basis of BNB central exchange rates
of the respective foreign currencies against the Bulgarian lev valid until 4.00 p.m. on the day of corresponding payment.
2. Preliminary data.
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Chart 22
Residual Term to Maturity of the Foreign Debt as of 31 December

Note: The average-weighted residual term to maturity of the foreign debt is nine years and ten months.

Chart 20
Forex Composition of the Foreign Debt as of 31 December

Chart 21
Interest Rate Structure of the Foreign Debt as of 31 December

Note: Including swaps.
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� GOVERNMENT DEBT STRUCTURE

By end-December government and government guaranteed debt totaled
EUR 8,441.3 million, including domestic debt of EUR 1,145.9 million and for-
eign debt of EUR 7,295.4 million. The decrease in absolute terms was EUR 228.7
million on the previous month mainly due to the USD/EUR exchange rate de-
valuation in the international financial markets and repayments made in Decem-
ber.

By end-December the debt to GDP ratio was 47.8%, down 1.3% on Novem-
ber 2003. The values of the domestic debt to GDP ratio and the foreign debt to
GDP ratio accounted for 6.5% and 41.3% respectively.

Domestic debt occupied 13.6% in debt structure and foreign debt, 86.4%
(Chart 23). The upward trend in the share of domestic debt was sustained reflect-
ing the positive net issue of government securities in the domestic market at the
expense of the negative net foreign financing.

Forex debt composition underwent certain changes on the previous month as
a result of the effected swap. By end-December the share of the debt in US dol-
lars indicated a significant decrease of 2.1 basis points reaching 42.3%. At the ex-
pense of the debt in US dollars, the debt in euro increased by 1.9% on November
and amounted to 34.9%. Debt in levs rose to 9% and debt in other currencies
stayed at 13.8% (Chart 24).

Debt on other bonds (global bonds and eurobonds) occupied the largest share
in debt structure by type of creditor, 24.1%, followed by Brady bonds, 22.4%, do-
mestic debt (government securities), 13.6%, debt to the IMF, 11.1%, and debt to
the World Bank, 10.3% (Chart 25).

By end-December debt interest structure reflected slight changes: debt with
fixed interest was 42.8%, while the debt with floating interest comprised 57.2%
(Chart 26).

Since early 2003 payments effected on government and government guaran-
teed debt have totaled BGN 2,213.1 million, including domestic debt payments of
BGN 803.5 million and foreign debt payments of BGN 1,410.5 million
(Chart 27). In December payments to the World Bank and the IMF, on govern-
ment guaranteed loans, comprised the most significant share, while the main re-
payments related to domestic debt were effected on government securities issued
for budget deficit financing.

By end-December payments in levs (BGN 803.5 million) accounted for the big-
gest share in the forex composition of debt payments, followed by payments in US
dollars (recalculated in levs: BGN 586 million) and in euro (BGN 508.1 million,
Chart 28).
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Chart 23
Debt Structure as of 31 December

Chart 24
Debt Forex Structure as of 31 December

Note: Including swaps.
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Chart 25
Debt Structure by Creditor as of 31 December

Chart 26
Debt Interest Structure as of 31 December
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Chart 28
Currency Structure of Government Debt Payments as of 31 December

Chart 27
Government Debt Payments
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