@ dskbank

otp group

Macroeconomic
bulletin

ISSUE 51+ MARCH 2021

BUSINESS ENVIRONMENT INDICATORS
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GROSS DOMESTIC PRODUCT

The nominal GDP for 2020 is BGN 118 605 million, and de- s ;
creases in real terms by 4.2% in comparison to the previ-
ous year. 0.6

+ With reference to the expenditure components of GDP for 2020,
main contributors to the registered negative economic growth
are the shrinking exports (drop of 11.3%) and imports (decrease -5 1
of 6.6%), followed by the drop of 5.1% in lacking investments.

The  private  consumption
{I EOEQIE-SADSPTGROWTH gegl/s ts\/rﬁidtemirti:?aet(inecf:ZiatSUergSf 0 2009 2010 20m 2012 2013 2014 2015 2016 2017 2018 2019 2020
raisoeld by 7. 58/). P =®= Real GDP growth |:| Gross capital formation
2021 2022 - Private consumption - Foreign trade balance
otpﬁ%yk 3.3% 4.7% ° At current prices the Gross O3 covernment consumption
Domestic  Product in fourth increases by 4.4%.
2.5% 3.0% quarter of 2020 amounts to
BGN 33 162 million and + Gross value added for 2020 at current prices amounts to BGN
L.4% L.4% reported a decline by 3.8% 102 649 million, and increases in real terms by 43% in
compared to the same quarter comparisonto 2019.
2.7% £,.9% of the previous year and
increase by 22% compared to + The relative share of industrial sector in GVA is 26.5%, and
3.8% 3.9% thethird quarter of 2020. reports an increase of 1.5 pp compared to 2019. The service

sector creates 69.5% of the total GVA, while agriculture formed
4.0%, respectively their shares in 2019 were 71.2% and 3.8%.

* Infourth quarter of 2020, the final consumption decreases by
12% compared to the previous quarter. Gross fixed capital
formation decreases by 0.1% forthe same period. The export of
goods and services increases by 11.2%, while the import

INFLATION Duri
+ During the month, the
highest increaseis reported /I INFLATION
CONSUMER PRICE INDEX in the prices of sector ! FORECAST
"Transport" (a growth of 2021 2022
The consumer price index in March 2021 compared to Feb- 3.0%).The highest declineis =
ruary 2021is100.1%, i.e. the monthly inflationis 0.1%. recorded in the prices of o%vk AG 1.7% 2.1%
sector "Recreation and .
culture" (a drop of 3.0%). P 2.1% 2.6%
+ The annual inflation in March 2021 compared to March 2020 is Varied price changes are
0.6%. observed for other user AG 1.0% 2.0%
groups, but relatively close
- The annual average inflation, measured by CPI, in the last 12 to the levels from the mg A0  1.7% 1.8%
months (April 2020 - March 2021) compared to the previous 12 previous month.
months (April 2019 - March 2020) is 0.8%. A 3.0% 0.7%
+ Theinflation rate since the beginning of the year (March 2021 HARMONIZED INDEX OF
compared to December 2020) is 0.9%. CONSUMER PRICES

+ The harmonized index of consumer prices in March 2021
compared to February 2021 was 100.2%, i.e. the monthly

inflationis 0.2%.

=== Consumer price index, annual, (%)

== Harmonized index of consumer prices, annual, (%)

+ The annual inflation in March 2021 compared to March 2020 is
0.8%.

+ The annual average inflation, measured by HICP, in the last 12
months (April 2020 - March 2021) compared to the previous 12
months (April2019 - March 2020) is 0.5%.

- Theinflation rate since the beginning of the year (March 2021
compared to December 2020) is 0.8%.
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41The indicators, presented in relative share to the Gross Domestic Product, are calculated at a forecasted annual GDP of BGN 126 052 million for 2021 and actual GDP of BGN 117 899 million Z
for 2020.
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UNEMPLOYMENT

+ Accordingto data from the Employment Agency in March 2021, + The reported
the number of unemployed individuals decreases by 11 229 unemployment at the end /I UNEMPLOYMENT
compared to the previous month. The number of unemployed ofthe month is 6.5%. i FORECAST
persons atthe end ofthe month is 214 0 52. 2021 2022
In March, the number of G
300,000 1 [ newly registered > P 6.4% 5.9%
290,000 1 - Registered unemployed in 2020, (number) [ 13% unem LO ed was 25 .]79
- Registered unemployed in 2021, (number) [ 12% . p y !
280,000 1 =e— Unemployment rate 2021, (%) i 11‘% Wthh was by 282 peop[e EoP 5.2% 4-6%
270,000 19‘3/" more than February 2021
20000 1 . L ey and with 13 690 people Er 4,.8% L.4%
250000 { e——a *** F7% more than to same period
240,000 | I :j of previous year. P 5.6% 5.0%
230,000 A 4%
220,000 1 [ 3% EP 5.1% 4.6%
210,000 1 12;
200,000 - 0%

BUSINESS CLIMATE s0.0%

40.0%

30.0%

During March 2021 the total business climate indicator
increases by 2.1 pp compared to February. '

10.0%

0.0%

+ This is mainly due to the more favorable business climate in 10.0%

construction and services. o0k

Declinein business conjuncture was not observed in any of the ~ 300%

sectors during the month. 40.0%
2008 2009 2010 201 2012 2013 2014 2015 2016 2017 2018 2019 2020

2
= Business climate in the services sector == Business climate in construction g
150% = Business climate in retail trade == Business climate in industry
30.0%
5.0% + The most serious difficulties for the activity in all sectors
20.0% 115.9% . iy . . .
o N remain the competition in the corresponding sector, uncertain
o ST wes S economic environment and lack ofla bor force,
08% N s WM
K 1% 05% 28% 8% 21%
0. 4% 4% - Compared t0 2008, theindicator registers a growth of 6.7%.
i == Total indicator - monthly
- = Total indicator - cumulative
-45.0%
0320 0420 0520 0620 0720 0820 0920 1020 1120 1220 O 0221 0321
10 4 r 2.5%
s 4 b 2.0%
BUDGET BALANCE , | 1%
. r 1.0%
The Consolidated Fiscal Program (CFP) balance ona cash | I 2;
basis at the end of February 2021is positive amounting to | oo
BGN 24 million (0.02% of the forecasted GDP). 5 L o
4 b5
5 1 r -2.0%
It is formed by a national budget deficit of BGN 58 million and | [ Revenues2020, (8cn br) [ Expenses 2020, (BGN bn) [ 5%
bya surplus of EU funds at the amount of BGN 82 million. | = Budget batance 2020, ¢ of op) I Expenses 2021, (8GN br) [ %
101 B Revenues 2071, (BGN bn) —o— Budget balance 2021, (% of GDP) [ -35%
-2 - - -4.0%
For comparison, by the end of February 2020, the CFP reports a o e e r0s 090 mw
surplus amounting to BGN 1 480 million (1.2% of GDP), which worsens by 1.2%.

means that as a relative share of GDP the budget position
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VENUES

+ TheCFP revenues and grants at the end of February 2021 stand

at BGN 7294 million.

- Compared to the same period of the previous year, revenues

and grants decrease by BGN 170 million (an annual drop of
23%).

- Atthe endof February, the receivables accounts for15.3% of the

Fi

annual estimates, as per the ,State Budget Act for 2021".
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SCAL RESERVES

- The total balance of the Fiscal reserve (FR) at the end of

February 2021is BGN 8 814 million.

+ The FR deposits in BNB and in banks (excluding receivables

under EU Funds for certified expenditure, advance payments
and etc) at the end of February 2021 amounts to BGN 8 496
million.

+ In comparison to the previous month, the FR decrease by 853

BGN millionor 8.8%.

FISCAL RESERVES TO FOREIGN EXCHANGE

RE

SERVES RATIO

+ At the end of February 2021, the Fiscal reserve forms 16.3% of
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the country's International reserves and the indicator reports a
decrease of 1.0 ppcompared to the previous month.
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COSTS

* The CFP expenditures, including the contribution of the

Republic of Bulgaria to the EU budget for February 2021
amounts to BGN 7270 million.

+ The data, reported as of the end of February shows an annual

growth of expenditures by 21.5%. As of the end of the month,
they were by BGN 1286 million higher, compared to the same

period of the previous year.

* The expenses reported by the end of February form 13.8% of

theannual volume, plannedin the ,State Budget Act for 2021",

GOVERNMENT DEBT

+ Government debt by the end of February amounts to BGN 27
520 million or 21.8% of the estimated GDP. Compared to the
same period of the previous year, the debt increases by BGN
5417 million (24.5%).

FOREIGN EXCHANGE RESERVES

+ At the end of March 2021 International reserves of BNB
amounts to BGN 56 094 million.

- During the month they increase by BGN 2181 million (4.0%).

+ Compared to the same period of the previous

year,
International reserves increase by BGN 4 259 million (8.2%).

+ Since the beginning of the year they decrease by BGN 4 240
million or 7.0%.

COVERAGE RATIO OF GOVERNMENT DEBT WITH
FOREIGN EXCHANGE RESERVES

+ At the end of February 2021 the Fiscal reserve covers 32.0% of
the Government debt, as the indicator drops by 3.1 pp
compared to the previous month.
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BALANCE OF PAYMENTS AND DIRECT INVESTMENTS?

CURRENT ACCOUNT

In January - February 2021 the current account is positive
and amounts to EUR 436 million (0.7% of GDP), compared
with a sumplus of EUR 484 million (0.8% of GDP) in Janu-
ary - February 2020.

+ In January - February 2021
the trade balance is negative

7| CURRENT ACCOUNT

L FORECAST and amounts to minus EUR 142

2021 2022  milion (0.2% of  GDP),
® _ compared with a deficit of
otphank 1.5%ope 1,9 %sc0p minus EUR 197 million (0.3% of

GDP) in January - February

3.9%c0p L}, 2 %scor 2020.

1.4%cop  1,2%scor - In January - February 2021
exports amounts to EUR 4 946

L, Q%cor Ly Ly %scor million, which is an increase of
EUR 40  million (0.8%)

2.0%or 3 B%or compared to the same period

of 2020 (EUR 4 907 million).
Exports for January - February 2020 grow on an annual basis
by 6.1%.

+ In January - February 2021 imports amounts to EUR 5 089
million, decreasing
by EUR 15 million 4907 Y Y k.. )
(0.3%) compared to
the same period of
2020 (EUR 5 104

million).  Imports M export
for ~ January - W mport
February 2020

grow on an annual
basis by 1.6%.

©In January - 022020 022021
February 2021 the services balance is positive at EUR 301 EUR
million (0.5% of GDP) against a positive balance EUR 484
million (0.8% of GDP) in January -February 2020.
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6000 10
—e= Deficit/surplus of current account,
5500 (% of GDP) 9
5000 s
4500 B
4000 o
3500 s
3000
. 4
2500 3.0%
2000 ®
1500 o0 2
1000 0.1% - 1
500 0
0 B ;
2019 2020 022021 022020

[ current account, annual average (% of GDP) == Short-term external debt, (% of GDP)
— Gross external debt, (% of GDP)
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CAPITALACCOUNT

+ In January - February 2021 the capital account is positive,
amounting to EUR 211 million (0.3% of GDP) against positive,
balance amounting to EUR 158 million (0.3% of GDP) in January

- February 2020.
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FINANCIALACCOUNT

+ In January - February 2021 the financial account is positive,
amounting to EUR 1 032 million (1.6% of GDP) compared to
positive, amounting to EUR 597 million (1.0% of GDP) for the
same period of 2020.

DIRECT INVESTMENTS

Foreign direct investments in Bulgaria for January - Feb-
ruary 2021 presented according to the directional princi-
ple records a value of EUR 99 million (0.15% of GDP),drop-
ping by EUR 130 million (56.9%) compared to January -
February 2020 (value of EUR 229 million, 0.4% of GDP).

- Foreign direct investments abroad for January - February 2021
record a value of EUR 10 million (0.02% of GDP), dropping by
EUR 16 million (61.5%) compared to January - February 2020
(value of EUR 26 million, 0.04% of GDP).

2200 r 8.0%
[ Fol, EURMN) | 750

5 :
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b 4.0%
1000 L 359
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400 F15%
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,April 2020, the data according to Balance of Payments, International Investment Position and Reserve Assets of Republic of Bulgaria is being revised for January 2018- December 2019.
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MONETARY, DEPOSITS AND LOANS INDICATORS

MONEY

In February 2021 broad money (monetary aggregate M3) increases annually by 13.3% compared to an annual growth of
12.7% in January 2021.

+ Quasi-money reports an increase of 11% on an annual

40 4
+ At the end of February 2021 M3 is BGN 115 624 million 35
(91.7% of GDP) compared to BGN 114 369 million in January 30

2021(90.7% of GDP).

+ Its most liquid component - monetary aggregate M1 - 5 |

increases in February 2021 by 18.4% on an annual basis
(anannual growth of17.1% in January 2021).

basis, as their volume reaches BGN 30 074 million.

DEPOSITS

+ At the end of February 2021 deposits of the non-government

sector reach BGN 94 975 million (75.3% of GDP) and increasing
by 12.0% on an annual basis (in January 2021 they report
annual growth of 11.9%).

+ Deposits of the non-financial enterprises amount to BGN 29278

million (23.2% of GDP) at the end of February 2021. Compared to
the same month of 2020 they increase by 13.3% (in January

2021 reportanannual growth of13.5%).

- Deposits of the financial corporations are BGN 3 237 million

(2.6% of GDP) at the end of February 2021, and on annual basis
increase by 13.9% (in January 2021 report an annual growth of
254%).

- Deposits of households and NPISHs reach BGN 62 460 million

100 4
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(49.6% of GDP) at the end of February 2021. They increase by
11.3% compared to the same month of 2020 (in January 2021
report anannual growth of10.5%).
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LOANS 3

© At the end of February 2021 loans to the non-government

sector amount to BGN 65 901 million (52.3% of GDP) compared
to BGN 65 747 million in January 2021 (52.2% of GDP). In
February 2021 they increase by 4.1% on an annual basis (in
January 2021 report an annual growth of 4.6%).

+ As February 2021 loans to non-financial enterprises amount to

BGN 35 801 million (28.4% of GDP). Compared to the same
period of 2020 theyincrease by2.6% (by January 2021 report an
annual growth of 3.4%).

At the end of February 2021 loans to households and NPISHs

reach BGN 25 770 million (20.4% of GDP). On annual basis they
increase by 6.3% (in January 2021 report an annual growth of
6.3%).

+ Housing loans are BGN 12 172 million and increase by 11.3%

compared to February 2020 (as of January 2021 the annual
increase is 11.4%).

+ Consumer loans amount to BGN 12 057 million and report an

increase of 4.8% on an annual basis (by the end of January 2021
they increase by 4.7% compared to the same period of the
previous year).

+ Other loans amount to BGN 384 million and on an annual basis

they decrease by 25.5% compared to February 2020 (in January
2021 reportanannual drop of 25.5%).

PREPARED BY
STEFAN HRISTOV

Head of Research Section
DSK Bank AD

Stefan.Hristov@dskbank.bg % 02/80 10028

3The ot her loans indicator also includes loans granted to associations of owners in accordance with the National Program for Energy Efficiency of Multi-family Residential Buildings.
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ADDITIONAL INFORMATION

POPULATION AND EMPLOYMENT

+ Population structure.
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LABOR MARKET

+ Unemployment, employment and economic activity rates

according to Eurostat.

[ Unemploument rate, SA, (%)
— Employment rate, SA, (%)
= Economic activity coefficient, SA, (%)
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REAL ESTATES

+ The House Price Index (HPI) is a quarterly indicator, which
tracks the dynamic of housing real estate market prices (newly
built and existing properties, purchased by households).
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+ Individual consumption and employment rate.

20
8 [ Employment rate, YoY change, pp
. = Private consumption, contribution to real GDP growth, pp
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+ Annual average wage growth in private sector and on a state
level.

30 4
= Average salary - state level, annual growth, (%)

—— Average salary - private sector, annual growth, (%)
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TOURISM

+ Nights, spentinaccommodation establishments.
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DISCLAIMER

+ This bulletin is informative and does not represent a recommendation and/or a proposal for a conclusion of contract, deal and/or any
otherintentional behavior by theaddressees of thisinformational bulletin.

+ This document is addressed to clients of DSK Bank AD and the Banking Group of OTP Bank Hungary. The document does not claim
completeness and thoroughness with regard to theinformation contained herein.

+ The bulletin does not represent an investment research, consultation, adviceor recommendation for concluding a deal or undertaking
aninvestment strategy.

Potential and current clients of DSK Bank AD or OTP Banking Group companies are forewarned that the indicated rates, interestrates,
terms and bonuses, as well as other information contained in this bulletin are indicative and do not bind in any way DSK BankAD or
another company inthe Group.

+ The preparation of this bulletin is based on publicinformation and statistics published on the official websites of the abovementioned
sources up to 21 April 2021, except for the macroeconomic forecast of OTP Bank Hungary.

+ The macroeconomic forecast is submitted with the consent of OTP Bank Hungary. DSK Bank AD, OTP Bank Hungary, as well as any
other OTP Group company, do not guarantee, assert or take responsibility for concluding of deals and/or contracts based on the
abovementioned information, and for damages and/or losses as a result of actions undertaken by a customer and/or a potential
customer based onthe presented information.

- It is forbidden to copy, distribute, publish or modify any part of this bulletin without the prior written consent of DSK Bark AD and/or
OTP Bank Hungary.

web phone .~ mobile
www.dskbank.bg 070010 375 2375



