STOCK PICKS OF THE MONTH

Bulgarian stocks broke the support line again
and indices moved to the lows from the beginning of the year . Some of the weakness
can be attributed to the quarterly reports
that have been announced in late-April.
However , volumes remained thin and the
falling prices of blue chips were mainly
pushed down by the usual supply from domestic investors, rather than renewed sell-off
from institutional investors.

but returned to the levels from the end of
March. We consider those movements as due
to the overall change in the risk aversion of
markets and not signal for change of the investors’ bias. Confirmation for the lack of
contagion can be found in the latest statistics
for tourism and banking system.
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The new leg down will require sizable weakness on US and European markets. Only
10% correction of international indices could
send SOFIX below its December bottom of
406 points. As long as no increase of volumes traded is witnessed, the monthly
change of SOFIX will remain very limited on
the downside. We consider the correction
from September top already overdone with
fair stock valuation and good perspectives for
positive surprises from leading Bulgarian
companies.
Contagion from Greece

The negative impact on tourism from Greece
was limited during the winter months of
2010. Further decline during the summer
season could decrease the total number of
tourist visits during the year . However , Bulgarian summer resorts are advertised as lowcost destinations and we don’t expect significant decline of tourists this year .
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This is probably the biggest concern among
domestic and foreign investors. One month
ago, we examined the CDS-spreads of Bulgarian, Romania and Greece. Since then, the
situation in Greece worsened significantly,
according to the level of CDS. Moreover , it
jumped to level that is consistent to the most
problematic countries like Venezuela and
Argentina. At the same time, CDS of Bulgaria
and Romania posted short-term increases
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Data for the export to Greece also confirmed
the lack of sizable effects on yearly basis.
The decline is much larger when comparing
to 2008 but since the debt problem of
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Greece, no further reduction has been noticed. Those are the reasons to remain confident that Bulgarian economy will not be hit
hard by the Greek crisis.

was limited due to the already 20% correction since September 2009.

Banking system also looks immune

Enemona

Stocks in focus

BGN Million

Banking system is major concern as assets of
Greece-owned banks in Bulgaria represent
28% of total. Four banks in Bulgaria are
owned by Greek banks and one is operating
as a branch. Their assets increased 3.5%
during the last 12 months, whereas the equity jumped 20%. Next graph is presenting the
change in impairments and net profit in nominal value.
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The percentage changes are as follow: 65%
for impairments and decline of 14% for the
net profit. Both figures are telling that banks
are able to mitigate the negative impact on
profits from bad loans. Moreover , their capital is rising that will ensure their solvency.
The liquidity crisis in the Bulgarian banking
system is also over . Interbank interest rates
fell significantly. At the same time, banks
maintained their high interest rates on credits and decreased significantly new loans,
which supported their liquidity.

Enemona (E4A BU) could be the example for
the negative reaction to weaker quarterly
report. The price per share fell again to the
important support zone of BGN 8.70-8.80 in
thin volumes. The construction company announced 40% decrease of revenues due to
the strong performance year ago. They were
very close to the levels in 2007 and 2008,
but the profit was weaker .
We consider this reaction in line to the overall trend of market weakness. With rising
orders backlog and consolidated revenues
that will be less affected from the crisis in
construction, Enemona is still in our favorite
Bulgarian shares. T esting July lows is a possibility we cannot ignore but it will require
further pressure with improved volumes and
much negative market bias.
Positive note is the performance of the other
two securities of Enemona. The preferred
shares continued to trade at their issue price,
whereas warrants showed increased volatility
that is due to the broad spreads and not to
profit-taking.

Earning season
Domestic investors are not too concerned
about the stability of the banking system but
are not turning their attention to more important factors like the earning season. The
market reaction to non-consolidated reports
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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 recommendations 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 analyst(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 opinions 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 ELANA 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 under 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 income 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, foreign 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 developments 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 economic 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 ELANA Trading's expectations over the 12-month period following publication from the perspective of long-only investment clients. ELANA Trading reserves the right to express different or contrary recommendations and opinions for different timescales or for other
types of investment client. Except as otherwise noted, expected performance over next 12 months vary for different recommendations for Bulgarian stocks as follows:
More than 5% higher as compared to SOFIX and BG40 performance
Outperform
Market performance, +/-5% as compared to SOFIX and BG40
Market Perform
More than 5% lower as compared to SOFIX and BG40 performance
Underperform
Frequency of Recommendations: No schedule of recommendations is available. The frequency of recommendations
depends on specific factors to individual companies and the opinion of the analyst(s) for the necessity of minor or major
changes.
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