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Searching for the market bottom 
 
Bulgarian stock market was stable in March and 
April, although prices of many blue chips posted 
sizable movements. The last month changed the 
picture. Most liquid positions weakened and the 
index SOFIX fell to 3-year lows after the sell-off 
during the second half of May. Investors offered 
large blocks and some of the sellers preferred to 
put shares on the market, thus pushing down stock 
prices. SOFIX lost additional 2.6% in May, whereas 
the broad index BG40 was on green due to the 
gains of tobacco shares.  
 

 
 
The sell-off preceded the releases of first quarter 
consolidated earnings of Bulgarian companies. The 
connection between corporate results and the mar-
ket reaction is very weak – some companies sur-
prised with quarterly data on the downside but the 
trend was seen a month earlier when they an-
nounced non-consolidated reports. The slowdown 
in quarterly reports was already priced in.  
 
European crisis remains a concern 
 
The economic crisis in Europe continued to repel 
new capitals and investors from Bulgaria. Many 
companies posted lower quarterly revenues from 
exports to EU countries. The results are making 
investors very defensive and even the attractive 
valuation of Bulgarian stocks cannot improve the 
market bias. The expectations are negative when 
concerning financial results – a new step on the 
downside is probable. In 2008 and 2009 Bulgarian 
economy contracted with some lag to the global 
crisis, whereas many companies reported very suc-
cessful financial year.  
This time the situation in corporate reports is differ-
ent. Export-oriented companies are losing ground 
as growth rates are deteriorating. Some of them are 
even shrinking in terms of sales, profits or both. 
Additional decline is highly probable this year, 

which will have negative implication on stock valua-
tion. Investors will buy Bulgarian stocks in large 
volumes only after the start of economic recovery in 
EU plus signs of improvement in corporate reports.  
 
Bank deposits 
 
Domestic mutual funds have large exposures in 
Bulgarian stocks. Neither stocks nor funds can 
show good performance due to the economic rea-
sons. This is limiting the capital inflows of house-
holds to risky assets. However, banks are attracting 
sizable new resources, especially from wealthy 
savers.  
 

 
 
The graph is representing the total volumes of cred-
its and deposits of households in domestic banks. 
The increase in April was close to BGN 300 million. 
Deposits of corporate clients also jumped signifi-
cantly, although the volatility in this category is sub-
stantial. Total deposits increased much faster than 
credits in April and since the beginning of the year. 
The accumulated resources in banks already 
pushed down interest rates on deposits to the pre-
crisis levels. This trend is likely to continue for at 
least a year as demand for new credits is low. The 
decline in interest rates will start to increase risk 
appetite to alternative investments. However, more 
important factor is the market performance. 
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Stocks in focus 
 
Most Bulgarian stocks fell in May with very low 
number of exceptions among liquid positions. This 
was not a difference to previous market reaction of 
global turmoil. The exceptions were tobacco com-
panies and some real-estate funds.  
 
Bulgartabac Holding (57B) 
 

 
 
The prequel of recent gains can be found in the 
privatization in August last year. The change in 
management and ownership resulted almost imme-
diately into sizable improvement of profits of main 
subsidiaries – Blagoevgrad-BT and Sofia-BT. The 
two companies reported BGN 9.5 million profits 
during the first quarter of 2012 as revenues jumped 
when comparing to last year.  
Shares of Bulgartabac Holding began to appreciate 
last December, driven by the rising demand on the 
market. Rumors are mentioning the presence of the 
new owner on the market as main driving force. It is 
an interesting fact that shares of subsidiaries began 
to appreciate with lag of several months. At the 
moment, the three stocks are among the best per-
forming positions since the beginning of 2012.  
The expectations of investors are pointing to the 
forthcoming delisting from the stock exchange. The 
tender offer is usually at higher prices than the av-
erage market quotes. The valuation of tobacco 
shares also improved and will continue to do, fol-
lowing the rising profits and revenues. Thus, the 
tender offer price could be even better than the 
current. 
 
 
First investment Bank (5F4) 
 
Shares of First Investment Bank were also affected 
by the market decline. They were among the worst 
hit positions in SOFIX. 

 

 
 
The recent losses were not provoked by corporate 
news or latest financial results. On the contrary, 
investors had enough time to become acquaint with 
the non-consolidated report for the first quarter, 
published at end-April. Sellers could be driven by 
the rumors or expectations of credit portfolio deteri-
oration. The sell-off was more likely result of portfo-
lio liquidation, rather than mass exit. 
 
EVN 
 
The majority owner of EVN Electrosnabdiavane 
(1EV) issued a tender offer to minority shareholders 
and is planning to delist the company. The Austrian 
company is already owner of 99% of shares. It of-
fered a price of BGN 357.01 per share or 80% 
above the last price. The minimum privatization 
price for the 33% of the capital offered last Decem-
ber was BGN 120.31, whereas shares changed 
hands at 30% above it. The majority owner ac-
quired most shares. 
The other company – EVN Electrorazpredelenie 
(EV6) will most likely also delisted. We expect that 
the tender offer price will be higher than the current 
quotes but we expect significantly less premium. 
The two companies will be example for gains after 
the privatization and will attract investors’ interest 
on the next sell of state property.  
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Disclaimer 
 
Analyst Certification: The research analyst(s) certifies that: (1) all of the views expressed in this document 
accurately reflect his or her personal views about any and all of the subject securities or issuers; (2) no part of 
any of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recom-
mendations or views expressed by the research analyst(s) in this document.  
Financial Interest: ELANA Trading may trade or own shares of the analyzed companies. The research ana-
lyst(s) is not holding shares of the analyzed companies, unless otherwise noted.  
Regulatory Authority: Financial Supervisory Commission, Shar Planina Street 33, 1303 Sofia, Bulgaria 
Information Disclosure: All reasonable care has been taken to ensure the facts stated are accurate and opin-
ions given are fair and reasonable. Our recommendations are based on information available to the public that 
we consider to be reliable but for the completeness and accuracy of which we assume no liability. Neither ELA-
NA Trading, nor its directors, officers or employees shall in any way be responsible for its contents. The views 
expressed may differ from the views of other firm departments or representatives. Additional information is 
available upon request. Unless otherwise noted, sources for all information in charts and tables are ELANA 
Trading’s calculations.  
Risks for Investors: Information in this document should not be regarded as an offer to buy or sell any financial 
instruments. The investment possibilities discussed in this document may not be suitable for certain investors 
depending on their specific investment objectives and time horizon or in the context of their overall financial 
situation. In particular, the risks associated with an investment in the securities or the financial instruments un-
der discussion are not explained in its entirety. 
The prices or values of the securities may go down as well as up and can fluctuate and fall against the investor. 
The securities or investments may cause the investor to lose the amount invested. Past performance is not a 
guide to future performance. Changes in exchange rates may have an adverse effect on the value, price or in-
come of the securities or investments.  
Valuation Methods: Company valuations are based on the following methods: multiple-based (P/E, P/B, 
EV/EBITDA), historical valuation approaches, peer comparisons, discount models (DCF, DDM) or asset-based 
evaluation methods. Valuation models are dependent on macroeconomic factors, including interest rates, for-
eign exchange rates, prices of raw materials, and any expectations about the economy, the market sentiment. 
The valuation is based on expectations that might change rapidly and without notice, depending on develop-
ments specific to individual industries and countries. Recommendations and target prices derived from the 
models might therefore change accordingly. The application of models depends on forecasts of a range of eco-
nomic variables, thus there is a range of reasonable variations within models. Any valuation is dependent upon 
inputs that are based on the subjective opinion of the analysts carrying out this valuation.  
Recommendations: Analyst(s) recommendations are based on the specific factors for the company, sector, 
country and global developments, as compared to market indices. Recommendations and opinions reflect ELA-
NA Trading's expectations over the 12-month period following publication from the perspective of long-only in-
vestment clients. ELANA Trading reserves the right to express different or contrary recommendations and opin-
ions for different timescales or for other types of investment client. Except as otherwise noted, expected perfor-
mance over next 12 months vary for different recommendations for Bulgarian stocks as follows:  
BUY More than 5% higher as compared to SOFIX and BG40 performance 
HOLD Market performance, +/-5% as compared to SOFIX and BG40 
SELL More than 5% lower as compared to SOFIX and BG40 performance 
Frequency of Recommendations: No schedule of recommendations is available. The frequency of recom-
mendations depends on specific factors to individual companies and the opinion of the analyst(s) for the neces-
sity of minor or major changes.  
Copyrights: The copyrights of ELANA Trading analyses belong to the Research Department of the brokerage 
and their content cannot be used for commercial purposes. Replication and redistribution of ELANA Trading 
analyses content is expressly prohibited without the prior written consent of the appointed contacts listed below. 
 
 

For more information, please contact: 
 

Research analyst Phone: E-mail: Internet: 
Tsvetoslav Tsachev +359 2 810 00 23 tsachev@elana.net www.elana.net  
Tamara Becheva +359 2 810 00 27 becheva@elana.net www.elana.net  
 

Bloomberg Code: ELAN 

mailto:tsachev@elana.net
http://www.elana.net
mailto:becheva@elana.net
http://www.elana.net

