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In March 2020 COVID-19 restrictive
measures were widely introduced by all
EU Member States, making a significant
impact on economic development. In Bul-
garia a State of emergency was intro-
duced on 13 March and lifted in mid-May,
while certain anti-epidemiological
measures still remain relevant. The ef-
fects of the containment measures are
evident through different economic indica-
tors in March—July.

| Gross Domestic Product -
flash estimate

In Q2, GDP decreased by 8.2% yoy s.a.
There was a significant decline in both
exports and imports, down by 20.3 and
20%, respectively. Final consumption
growth decelerated to 0.4%, while gross
fixed capital formation went down by
3.8%.

| Short-term Business
Statistics

In June, the negative trend in the
short-term indicators, observed since
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the beginning of the COVID-19 pan-
demic, wound down. The decline in in-
dustrial production slowed down, after
reaching a record low in May. Positive
contribution came from goods for inter-
mediate consumption and durable goods.
The decline in turnover also decelerated,
as sales on the international market re-
ported growth for the first time in 2020, up
by 0.5% yoy. It was mostly due to sales of
basic metals and fabricated metal prod-
ucts, except for machinery and equip-
ment; and sales of food products, bever-
ages and tobacco. Retail sales kept de-
creasing at double-digit rates, but the de-
cline also decelerated from a month earli-
er. Non-food products and fuels had lower
negative contributions than in May, while
the negative contribution of food, bever-
ages and tobacco was higher. In June,
after four consecutive months of decline,
construction output rebounded. Both
building construction and civil engineering
went up and the latter had stronger posi-
tive impact.

In July, the business climate improved
slightly from a month earlier, while the
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consumer confidence worsened. Busi-
ness climate went up by 2.5 points on the
back of better assessments in retail trade
and services. The respondents in industry
and construction were more reserved
about the future production tendency and
construction activity.

| Labour market

According to Labour Force Survey da-
ta, in Q2 the number of employees de-
creased and the participation rate fell,
while the increase in unemployment
was contained by effective policy
measures. As a result of the diminished
activities of many enterprises in most of
the economic sectors due to COVID-19,
the number of employees sharply de-
creased by 183.2 thousand or 5.6% yoy.
As the majority of people who lost their
jobs in April-June, left the labour force,
the activity rate of the population de-
creased to 55.2%, down from 57.0% in
Q2 2019. The unemployment rate in-
creased, up to 5.9% from 4.2% a year
earlier, but still remained relatively low
compared to other EU Member States.
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One of the measures that contributed to
the relatively low unemployment growth
and the preservation of the existing num-
ber of jobs in the country was the so-
called Measure 60/40. Under it the gov-
ernment subsidizes 60% of the payments
for salaries and social securities in com-
panies where sales have decreased by
more than 20% on an annual basis due to
the COVID crisis. About 170 thousand
jobs were subsidized in March-June, and
the employers were committed to preserv-
ing them for an additional period not
shorter than the time during which pay-
ments have been extended.

| wages

Labour costs optimization, which
started in March, due to the introduced
restrictive measures, reached its peak
in April. In Q2 the nominal growth of the
average wage slowed down to 6.1% yoy
from 9% in Q1, along with the significant
decline in the number of employees. In
real terms, the growth in HICP-deflated
wage lowered to 5%. Mostly affected by
the labour cost optimization were hotels
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and restaurants, where wages and em-
ployees were reduced by 32 and
38% yoy, respectively, in April. Similar
negative changes were reported in cul-
ture, sports and entertainment activities
(down by 19.1 and 14.3%, respectively),
transport (3 and 2.6%) and construction
(1.1 and 4.8%). Manufacturing also con-
tributed to the decrease in the wage bill,
but the effect was characterized by a low-
er wage growth and a decrease in the
number of employees. In May and June,
the wage bill kept declining, but at a slow-
er rate, due to improved wage dynamics,
while the negative trend in the number of
employees continued.

| Inflation

In July the monthly inflation reached
0.8% led by seasonal rise in the prices
of some services and energy goods.
Overall services prices went up by
2.9% mom. Due to seasonally higher de-
mand the prices of accommodation ser-
vices and package holidays increased by
20.4 and 15.4% mom, respectively, and
the dynamics corresponded to the change
in the same month in previous years. In
July, international energy prices increased
by an average of 5.9%, and the consumer
prices of energy goods in the country - by
2.6%. The rate also reflected the hike in
the administered prices for electricity and
heating.

Inflation on an annual basis continued
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to decline, down to 0.4% yoy, as all
main consumer groups reported a
slowdown, except for energy goods,
which kept declining. Core inflation low-
ered to 1.6% yoy from 2.1% a month ear-
lier. It was due to the lower services infla-
tion, while the rate in processed foods
and non-energy industrial goods re-
mained unchanged from June.

| External Sector

In the first five months of 2020 current
account surplus increased to
EUR 695.4 mIin or 1.2% of projected
GDP, from 0.1% a year earlier. Due to
the spread of COVID-19 and the broadly
imposed restrictive measures, a third
consecutive month of decline in foreign
trade was reported in May. Export of
goods decreased by 20% yoy, as export
to non-EU countries lowered more signifi-
cantly. Commaodities import also shrank,
down by 27.6% yoy, with more evenly
distributed decline between third countries
and EU. As a result, the monthly trade
deficit narrowed to just EUR 16.2 min. On
the other hand, balance of services dete-
riorated, with the surplus declining by
73.1% yoy in May. Both export and import
decreased significantly, down by 61.1 and
56% yoy, respectively, mainly due to a
decrease in travel services. The total sur-
plus on income articles also declined, as
remittances of Bulgarians living abroad
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almost halved.

Gross external debt decreased in abso-
lute terms by 1% yoy, reaching 56.6% of
projected GDP at end-May. The excess of
gross external assets over debt reached
6.2% of GDP.

| Financial Sector

In June, the growth of credit to the pri-
vate sector lowered marginally, down
to 6.7% yoy from 7% in May. The slow-
down was less pronounced than in the
previous month, in line with the develop-
ment of the short term business indicators
and the moderate improvement of the
business climate. Credit growth dynamics
in April-June was also influenced by the
Bulgarian Development Bank guarantee
program for interest-free loans to individ-
uals affected by the COVID-19 pandemic
and the implementation of the Procedure
for Deferral and Settlement of Liabilities
Payable to Banks and their Subsidiaries —
Financial Institutions. As at end-June the
amount of loans included in the deferral
procedure totalled BGN 8.1 bn and under
the interest-free loans program were ap-
proved about BGN 44 min. The growth of
credit to non-financial corporates edged
down to 2.8% yoy from 2.9% in May, led
by stronger decline in overdraft, while the
increase in regular loans to NFCs accel-
erated. Consumer loans increased by
7.1% yoy, equalling the rate a month ago.
Growth of housing loans decelerated to
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13.3% yoy from 13.8% in May, which
brought total credit to households to a
growth of 8% yoy vs. 8.2% yoy a month
earlier.

| Fiscal Sector

In January-June the balance on the
Consolidated Fiscal Program was posi-
tive, at 1.4% of projected GDP. Reve-
nue and grants decreased by 3.8% yoy.
The decline was due to a drop in tax and
non-tax revenue, down by 3.6 and
18.7% yoy, respectively, while grants
came higher by 36.4%. All tax subgroups
decreased, with the exception of social
and health insurance contributions, up by
4%. Regarding indirect taxes, VAT was
declining at an accelerated pace in Q2
and reached -6.2% yoy in June. The de-
crease was determined by VAT on import,
while receipts from domestic transactions
increased slightly, up by 1.2% yoy. Total
expenditure went up by 4% yoy, as cur-
rent non-interest and social expenditures
increased, while interest, capital spending
and the contribution to the EU budget
decreased.

Government debt amounted to 21.1% of
projected GDP.

Revenues, expenditure and budget
balance on the CFP
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| Main economic indicators

Detailed data in xsIx format are available here.

—Gross Domestic Product! 2017 2018 2019 19 1119 V19 120 120 07'19 08'19 09'19 1019 1119 1219 01'20 02'20 03'20 04'20 05'20 06'20 07'20
GDP %, yoy 35 3.1 34 36 2.9 2.9 1.2
Consumption %, yoy 39 46 57 59 6.8 58 14
Gross fixed capital formation %, yoy 3.2 54 29 0.9 0.9 56 741
Export %, yoy 58 1.7 1.9 03 3.7 0.3 1.8
Import %, yoy 74 5.7 24 1.2 6.3 -0.5 0.3
Agriculture %, yoy 9.0 20 36 45 40 42 14
Industry excl. Construction %, yoy 33 15 26 0.6 27 58 16
Construction %, yoy 45 1.4 34 6.6 3.2 5.3 1.1
Services %, yoy 4.1 58 3.0 45 34 1.3 1.9
Adjustments %, yoy 0.5 06 6.1 34 3.2 39 1.6
—Short-term business statistics? 2017 2018 2019 19 119 IV'19 I'20 1120 07'19 08'19 09'19 1019 11'19 12'19 01'20 02'20 03'20 04'20 05'20 06'20 07'20
Industrial production %, yoy 34 0.3 0.6 0.2 0.1 0.1 2.3 -13.0 0.7 2.7 1.8 1.9 -1.8 0.3 -0.5 0.7 5.4 -15.9 -18.3 4.8
Industrial turnover %, yoy 9.3 34 32 1.8 3.0 26 0.2 -16.1 41 1.9 29 31 0.8 4.1 56 24 74 -20.6 -25.6 2.0
Domestic turnover %, yoy 49 6.3 23 1.1 49 23 59 -15.0 5.4 29 65 15 1.3 39 12.2 73 1.9 183 229 -38
Foreign market turnover %, yoy 15.1 0.2 44 27 05 3.1 6.7 175 24 04 15 52 01 43 24 3.7 -14.0 237 293 05
Retail trade turnover %, yoy 54 33 33 1.9 4.1 4.1 24 -19.4 52 33 38 26 33 6.2 32 55 142 -20.0 207 A7.7
Construction output %, yoy 46 1.6 39 32 54 2.1 -4.1 -10.2 7.4 05 9.2 34 1.2 44 1.7 2.1 116 155 A7.7 29
Total business climate balance 26.6 28.8 27.9 30.3 27.4 26.1 26.7 -6.0 295 26.4 26.4 25.0 26.2 27.1 285 21.7 24.0 A7.7 59 55 8.0
Industry balance 26.9 28.1 24.7 27.2 235 213 25.0 06 24.7 23.9 21.8 20.8 21.1 21.8 26.8 26.8 21.6 0.2 1.2 10.9 11.0
Retail trade balance 37.9 41.4 427 44.1 432 427 39.0 15 44.9 414 432 40.9 436 435 416 4.0 34.4 17.6 14 14.4 20.8
Construction balance 24.6 28.3 30.8 343 315 28.8 31.1 29 34.6 295 30.3 26.4 28.7 31.3 30.3 30.8 322 13.4 39 18.3 16.5
Senvices balance 16.7 18.3 16.8 18.7 15.6 16.4 135 -32.8 18.3 134 15.1 16.0 16.1 17.0 17.0 134 10.3 -36.8 -34.3 -21.3 -19.1
Consumer confidence balance -19.6 -20.3 -24.2 247 235 22,1 225 -32.0 227 255 224 212 229 222 217 214 -24.7 -36.9 -29.4 -29.6 -325
—Labour market 2017 2018 2019 19 119 IV'19 I'20 120 07'19 08'19 09'19 1019 11'19 12'19 01'20 02'20 03'20 04'20 05'20 06'20 07'20
Participation rate (15+) % 55.4 55.3 56.6 57.0 57.4 56.4 55.0 55.2
Employment rate (15+) % 519 524 54.2 54.7 55.3 54.0 52.4 52.0
Employment (SNA) %, yoy 18 -0.1 03 02 0.1 1.0 1.3
Unemployment rate (LFS) % 6.2 52 42 42 37 4.1 46 59
Unemployment rate (Employment agency) % 72 6.2 56 54 53 58 6.4 87 53 53 53 56 5.8 59 6.3 6.2 6.7 8.9 9.0 8.3 79
Nominal wage %, yoy 9.4 105 1.1 12.0 118 121 9.0 6.1 122 118 15 12.0 124 12.0 11.0 10.5 59 33 7.0 8.1
Real wage3 %, yoy 8.1 77 8.4 9.0 9.4 96 59 5.0 9.4 9.1 9.8 10.2 10.0 8.6 73 72 35 20 59 72
Labour productivity (GDP per employed) %, yoy 17 32 3.0 34 28 19 25
Real ULC (GDP) %, yoy 45 22 16 25 03 -1.3 29
Nominal ULC (GDP) %, yoy 87 6.3 3.0 4.1 1.5 33 46
—Prices 2017 2018 2019 19 119 IV'19 I'20 120 07'19 08'19 09'19 1019 11'19 12'19 01'20 02'20 03'20 04'20 05'20 06'20 07'20
National index of consumer prices (CPI) %, yoy 2.1 28 3.1 33 27 3.1 36 1.6 29 29 23 24 3.0 38 4.2 37 3.0 1.8 13 1.6 12
Harmonized index of consumer prices (HICP) %, yoy 1.2 26 25 28 22 23 3.0 1.1 26 25 1.6 1.6 22 31 34 3.1 24 13 1.0 09 04
Producer price index, domestic market %, yoy 42 41 38 34 43 4.1 32 1.2 39 45 45 38 40 45 4.7 3.1 1.7 1.1 -1.6 -0.9
Producer price index, non-domestic market %, yoy 6.0 39 2.0 1.7 2.1 1.0 1.3 -8.9 1.7 2.0 25 0.0 1.0 21 37 -1 -6.2 -9.1 -10.7 -6.8
—Consolidated fiscal program (cummulative) 2017 2018 2019 19 119 IV'19 I'20 120 07'19 08'19 09'19 1019 11'19 12'19 01'20 02'20 03'20 04'20 05'20 06'20 07'20
Revenue and grants BGN min 35317 39 651 44049 22286 32799 44049 10977 25980 29306 32798 36318 39854 44049 3775 7464 10977 14623 17637 21431
Total expenditures BGN min 34 471 39516 | 45200 19063 31535 45201 9551 22756 28193 31533 35236 38553 45201 2896 5984 9550 12992 16323 19818
Contribution to EU budget BGN min 888 1083 1193 718 998 1193 374 812 904 998 1091 1136 1193 187 305 374 474 615 689
Cash deficit (-) / surplus (+) BGN min 846 135 -1151 3223 1264 -1152 1426 3224 1113 1264 1083 1301 1152 879 1480 1427 1631 1313 1613
% of GDP 08 0.1 1.0 27 1.1 -1.0 1.2 27 09 1.1 0.9 1.1 1.0 0.7 13 1.2 1.4 1.1 1.4
Government and government guaranteed debt BGN min 25531 23942 | 23755 23086 23646 23755 23795 23488 | 23676 23646 23680 23820 23755 ~ 23836 23831 23795 | 24955 24878 24789
% of GDP 25.0 21.8 20.0 195 19.9 20.0 20.3 19.8 20.0 19.9 20.0 20.1 20.0 20.3 20.3 20.3 213 21.2 21.1
Fiscal reserve BGN min 10289 9365 8768 11668 10138 8768 10 207 12356 10 341 10138 10213 10 545 8768 10 662 10636 10 297 10 956 10 186 9894

% of GDP 10.1 8.5 74 9.8 8.5 74 8.8 10.4 8.7 8.5 8.6 8.9 74 9.1 9.1 8.8 9.3 8.7 8.4
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—Financial sector

BNB International reserves
Monetary base coverage

Coverage of import with FX reserves
Coverage of short-term external debt
Money M1 (Narrow money)

Money M3 (Broad money)

Deposits

Credit to private sector*

Credit to non-financial enterprises
Credit to households*

Interest rate on credit*>

Interest rate on deposits6

APRCY, consumer loans

APRC7, mortgages

Exchange rate BGN/USD

— External Debt
Gross external debt (GED)

General Government

Banks

Other sectors

Intercompany lending
Net external debt

Short term GED

—Balance of payments®

Current account

Current account (moving average)
Trade Balance
Trade Balance (moving average)

Export, f.0.b.

Import, f.0.b.

Services Balance
Primary Income Balance
Secondary Income Balance
Capital account
Financial account
Net Foreign Direct Investments
Net Portfolio Investments
Net Other Investments

Change in BNB reserve assets

Notes:

Ratios to GDP are calculated using GDP data as follows: 2017 - BGN 102 307.9 min, 2018 - BGN 109 694.8 min, 2019 - BGN 118 668.8 min and MF projections for 2020 - BGN 117 306 min;

%, yoy
%, yoy
%, yoy
%, yoy
%, yoy

%, yoy

eop

per. av.

BGN min
% of GDP
% of GDP
% of GDP
% of GDP
% of GDP
% of GDP
% of GED

EUR min
% of GDP
EUR min
% of GDP
EUR min
pactex, %
EUR min
pactex, %
EUR min
EUR min
EUR min
EUR min
EUR min
EUR min
EUR min
EUR min

EUR min

2017
23 662
156.4
8.6
299.3
16.9
7.7

741

47

6.0
4.7
0.3
9.7
44
1.6308
1.7354
2017

33852

10.9
8.2
20.8
24.8
3.2
23.4
2017
1825
35

-766

26 950
16.6
27716
15.1
3063
-2316
1854
530
2423
-1313
2615
1145

2018
25072
150.5
8.5
310.8
12.2
8.8
8.7
8.4
54
1.2
46
0.3
10.3
3.9
1.7082
1.6570
2018
33802
60.3
9.9
8.2
18.7
235
2.5
239
2018
774

27744
29
29602
6.8
3326
-2489
1795
602
1655
-740
1466
885
1362

1. Growth rates derived from chain-linked (2015) level series, not seasonally adjusted data;

2. Not seasonally adjusted data;
3. HICP deflated;

4. Data on purpose of the loans has been revised for August 2018 — August 2019 and data on loans quality - for February 2018 — May 2019.

2019
24 836
149.6
8.2
294.8
15.5
9.9
9.8
9.3
5.9
9.5
43
0.3
10.0
35
1.7410
1.7470
2019
34071
56.2
8.9

8.1
17.3
21.8
-3.6
24.7
2019
2452
4.0
-1686
2.8
29094
4.9
30779
4.0
3764
-1680
2055
891
3122
-796
1571
2 386

-559

19
25183
162.9
8.4
305.3
12.5
7.8
75
6.8
46

8.1
4.4
0.3
9.7
35
1.7187
1.7398
19
34192
56.4
8.9
74
17.8
22.2

19
461
35

-601

7061
44
7662
43
842
-489
709
238
438
126
361
230
33

119
25258
159.4
8.3
300.8
12.8
8.3
8.0

741
48

9.1
4.2
0.3
10.0
35
1.7962
1.7596
119
34 227
56.4
9.0
7.6
17.9
22.0
-4.1
245
119
1644
3.2

-251

7542
38
7793
48
1951
-520
464
253
1750
-374
349
1757

-186

5. Weighted average interest rate on new credit to households, NPISHs and non-financial companies by type, currency and maturity;

6. Weighted average interest rate on new time deposits of households, NPISHs and non-financial companies by type, currency and maturity;

7. Annual Percentage Rate of Charge on new loans to households by original maturity, weighted by currency and maturity;

8. Analytical presentation (BPM6).
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