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In rare cases, an event can significantly impact expectations for global economic growth and
international trade as a whole. The tariffs policy led by the USA and the reactions from other
countries is such an event that changes the status quo. The increase in tariffs, the postponement
of already introduced ones for a certain period, negotiations between countries, and other
concessions shape an unpredictable international environment. In this context, expectations for
the European economy are undermined by uncertainty, but at the same time, EU has alternative
drivers of economic growth to focus on, such as increased domestic demand, the military
industry, green energy, and artificial intelligence.

The Bulgarian economy demonstrates sustainable growth despite the uncertainty. The new
tariffs are not expected to have a significant negative effect overall, and if there is any impact, it
will be felt by various businesses with a slight delay. The expected effects to be observed will be
mostly indirect, as Bulgaria does not have significant trade with the USA - only about 2-3% of all
Bulgarian exports are directed to the US economy. The negative effects are related to our main
trade partners, such as Germany and Italy, which are among the "victims" of the high US tariffs.
The automotive and machinery industry are the sectors expected to be among the most
impacted, as US tariffs are mainly directed at the industrial sector. However, the positive aspect
of this turbulent situation is the various opportunities that arise for EU exchange of good and

services and, in particular, for Bulgaria to expand its geographical outlook.



" Demographics

The population of Bulgaria: declining, but with increasing immigration

@

ths.
60

50

The 2024 population data for Bulgaria
has not yet been published, but despite
of this, Bulgaria is increasingly attracting
interest from foreign citizens who settle
here. The data for 2023 shows that
immigration entirely compensates for
the otherwise declining population of the
country. Nearly 60 000 people have

settled, with the main reason being "job".
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Traditionally, the flow is from Turkey, but after
the war in Ukraine began, the list has expanded
to include Russia and Ukraine. Over the past
decade, Syria (and the Middle East in general)
has also formed as a traditional source of
immigrants. Until the onset of the COVID-19
pandemic, foreigners from the European Union
wishing to stay in the country medium-term or
long-term were approximately 2 000 people per
year. This changed drastically after the

pandemic, increasing to 7 000 people average

per year.
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4= Gross Domestic Product (GDP)

The economy - somewhere between accumulated momentum and the new world order

£ Last year, the Bulgarian economy demonstrates strong economic growth, one of the highest
among EU member states. As a result, convergence with European average levels continues,
despite conditions allowing for faster "closing of the gap”.

£ Nevertheless, external risks to the economy are intensifying without a clear and predictable
direction. Industry, as one of the main drivers, is beginning to face difficulties not only from the

lack of qualified personnel but also from deteriorating international trade conditions.
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- Private comsumption - Investments

£ The decline in inflation and the rise in incomes have largely determined the strong
performance of private consumption, which we expect to continue to support economic growth
in the medium term. The contribution of public consumption to GDP growth remains neutral,

_ but a positive trend is expected primarily due
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Inflation

Utility services and bread have derailed average inflation for the moment

Harmonized Indices of Consumer Prices HICP, Bulgaria vs. Euro area
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£ Despite relatively low levels of inflation in Bulgaria, price pressures are intensifying as certain
negative risks materialize. The deteriorating international environment, combined with local
negative events, leads to an increase of inflation, reaching 4.0% by the end of March. Additionally,
the increase in electricity, water, excise rates, and bread & cereals contributed to the rise in
inflation at the beginning of the year. Climate changes also play a role, as significant temperature
fluctuations destroy agricultural harvests. The impact will be realized later in the year but will
inevitably affect the average price of the consumer basket, which typically includes fruits and
Basic basket inflation vegetables. We revised upwards our inflation

Annual inflation YoY forecasts for the country for the next three

o years due to several significant factors: higher
w prices of administrative regulated goods, more
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“Three consumer groups with the largest weights in the HICP general basket are presented



& Labour market

Opportunities in the face of labour shortages - improving qualifications, digitalization of
the public sector and implementation of Al in the work process

Unemployment & Employment” ths. Unemployment: Bulgaria vs. Euro area
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Low unemployment, high employment, and remarkable wage growth - this is how the labour
market in 2024 can be briefly described. At the beginning of the year, the business environment
showed mixed signals regarding wages. The "Defence" and "Security” sectors have already seen
the expected wage indexation set in the state budget, while other public sectors will have their
wages indexed later in the current year.

Real wage by sectors Nominal wage by location

Annual average growth as of December 2024
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£ Despite these increases in the public sector, we expect the annual growth of nominal and real
wages to cool down over the next few years. A major driver for this will be lower inflation
compared to previous periods, which prompted the private sectors to index wages to
compensate for rising consumer prices.

£ Given the negative demographic trends in Bulgaria, the labour force is steadily decreasing. We
see the opportunities for partial compensation through increased qualifications, the

digitalization of public administration, and the implementation of Al in work processes.

*Employment rate is for the age range of 20 - 64 years of age



Z¢) State finance

The revenue side of state budget is below the expected levels
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Summer of 2025 - a turning point for
the government and the euro. It seems
that the final assessment for Bulgaria
will be positive regarding its readiness
to join the euro area at the beginning of
next year. The private sector appears
ready, the public sector shows similar
indications, and the June assessment is
approaching. Concerns over derailing
the state budget, which has already
been adopted and does not allow for a
of GDP,

emerging. The assumptions embedded

deficit exceeding 3% are

in the budget are likely not to
materialize on both sides of the income
statement: the revenue side seems
increasingly difficult to gather in the
amount voted in the budget, while on
the other side, the expenditure side may
be seriously cut, mainly in terms of
The

government is trying to save at least

capital  expenditures  (again).
half of the amount set in the Recovery
and Resilience Facility, but for this,
quick legislative changes must be
made.

Since the beginning of the year, the
government has shown increased
activity in the domestic market for debt
raising, amounting to BGN 1.5 bn as of

mid-April.



=n Trade & Investments

Unprecedented US tariffs policy puts the international trade at a crossroads
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¢ Bulgarian exports showed a decline last 1 Export & Import (monthly)
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the balance is BGN 6 bn over the last decade, -0

01/23
03/23
05/23
07/23
09/23

1/23
01/24
03/24
05/24
07/24
09/24

1/24

01/25

and it remains neutral to Bulgaria's
. . [ | Export [ | Import I Trade balance
economic growth in the long term.

Export, main trade partners Export by category

Germany Germany

Romania

9%
2024
Italy Jan - Dec

2023

Jan - Dec 754

Other

Other Turkey

Turkey
Jan - Dec 2023 Jan - Dec 2024
- Petroleum products - Food |:| Other
[ Non-ferrous metals [l Machines and equipment
Import, main trade partners Import by category
Germany Germany

China

2023 > 2024
Jan - Dec 7 Turkey Jan - Dec

Other Italy

Jan - Dec 2023 Jan - Dec 2024

- Crude oil and Natural gas - Machines and equipment |:| Other

£ Military and trade wars on a global scale are _ ‘
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reshuffling the global order, resulting in

Direct Foreign Investments (DFI)
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adverse effects on international trade. In
contrast, investment activity in the Central
and Eastern Europe (CEE) is developing
within @ somewhat favourable micro-
environment, demonstrating sustainable

economic growth. Bulgaria, however, is still
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far from fully leveraging its potential in the B ey B Debt instruments
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& Banking system

Strong credit activity, further supported by expansionary monetary policy

£ Financial markets are currently in a
turbulent state, with expectations for
the year continuously changing. The
historically high volatility, coupled with

economic

impending disruptions

among major economies, is leading
central banks to further reduce interest

rate to support struggling businesses.
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In Bulgaria, credit activity remains high
and continues to be buoyed by a
strong labour market. Depending on
the credit segment, interest rates show
different trends. Interest rates on
housing loans have been extremely
low for several years, consumer
lending interest rates have slightly
increased, while corporate lending
rates have decreased. Each dynamic
has its own specifics, but overall,
lending in Bulgaria benefits from

favourable macroeconomic conditions.
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The Bulgarian banking sector remains
well-capitalized, characterized by high
liquidity, and enjoys positive customer
sentiment. The sector will receive
additional liquidity support following
the adoption of the euro in Bulgaria,
with the added benefit of decreasing
the minimum reserve requirements
from 12% (for Bulgaria) to 1% (for Euro

area).
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Actuals & Forecasts 2023 2024 | 2025 2026 2027

Annualrate of change Actuals Forecast

Gross Domestic Product (revised)
Real GDP Growth 1.9% 2.8% 2.8% 2.7% 2.9%
Private Consumption 1.4% 4.5% 4.0% 3.7% 3.5%
Public Consumption 0.7% 2.8% 2.6% 2.8% 2.8%
Investments -12.8% 4.1% 3.0% 3.6% 4.3%
Exports 0.0% -0.8% | 3.9% 2.0% 3.6%
Imports -5.5% 1.3% 5.6% 3.4% 4.7%

Inflation & Housing prices
Consumer Price Indices (cP)) 4.7% 2.2% 2.9% 2.5% 2.2%
Consumer Price Indices (cP)) (12-m avg) 9.5% 2.4% 3.4% 2.7% 2.3%
Harmonized Index (HICP) 5.0% 2.1% 2.8% 2.3% 2.0%
Harmonized Index (HICP) (12-m avg) 8.6% 2.6% 3.3% 2.5% 2.1%
Basic basket™ (cp)) 7.5% 2.4% 4.5% 4.5% 4.0%
Housing prices (HPI, national level) 10.1% 18.3% 7.9% 1.7% 6.1%
Housing prices (HPI, Sofia) 9.7%  205% | 122% 13.9%  9.0%
Housing prices (HPI, Plovdiv) 7.3% 18.6% 9.5% 7.3% 6.8%
Housing prices (HPI, Varna) 15.7%  22.0% | 12.1% 10.3% 8.4%

Labour market
Unemployment rate (EoP) 4.4% 4.0% 4.0% 3.8% 3.8%
Employment rate (20 - 64 years of age) 762% 76.8% | 76.8% 76.9%  77.1%
Monthly wage (12-m avg) 1991 2296 | 2570 2851 3129
Nominal wage growth (12-m avg) 14.5% 15.3% | 12.0% 1.0% 9.7%
Real wage growth (12-m avg) 5.0% 12.9% 8.5% 8.3% 7.4%

State Finance
Government debt (to-GDP) 21.9%  23.4% | 242% 24.8% 25.0%
Government balance (CFP) (to-GDP) -3.0% -3.0% | -3.0% -31% -2.9%
Government balance (Maastricht) (to-GDP) -2.0% -3.0% | -3.0% -31% -2.9%

Banking sector
Total loans™ 13.1% 14.9% 9.2% 9.5% 8.2%
Household loans™ 17.1% 21.4% 10.1% 10.1% 7.5%
Company loans™ 10.4%  10.1% 8.4% 9.0% 8.7%
Total deposits 9.6% 10.1% 10.1% 7.6% 8.3%
Household deposits 1.0% 1.8% 1.0% 7.4% 8.3%
Company deposits 7.0% 7.3% 8.5% 8.0% 8.1%

“Basic basket includes commodity groups, such as Meat, Milk, Cheese, Eggs, Fruits, Vegetables, Sugar, Spirits, Tobacco.

“Performing stock, based on Monetary and Interest Rate Statistics (Bulgarian National Bank) 10
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Actual data Forecasts

NATIONAL STATISTICAL INSTITUTE ‘ "., RESEARCH TEAM

MINISTRY OF FINANCE, BULGARIA Ith

BULGARIAN NATIONAL BANK @ EUROPEAN CENTRAL BANK
u (EURO AREA FORECAST ONLY)

NATIONAL STATISTICAL INSTITUTE
(DEMOGRAPHIC FORECAST ONLY)

groﬁ- STATISTICAL OFFICE OF THE EU
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Q This document was issued by the and whether and in what time
frame an update of this analysis will be published has not been determined in advance.

O The macroeconomic bulletin is for information purposes only and the information
contained therein (in whole or in part) may not be disclosed, distributed, reproduced or
published for any purpose without the prior and express consent of

O The Macroeconomic Bulletin is based on publicly available information, the sources of which
are indicated above. Neither nor the staff of assume any responsibility or
liability regarding the accuracy or completeness of this document and are not responsible
for errors in the transmission of factual or analytical data. reserves the right to
change this estimate without notice.

O This document should not be construed as an offer to sell or buy any credit/financial
product. The information in this document is general and should not be construed as
personal advice as it has not been prepared for any investor. Accordingly, investors should,
before taking any action thereon, seek professional investment advice.

Q Statements in the macroeconomic bulletin may be considered forward-looking statements
that are based on current expectations and projections of future events. This forecast is not a
guarantee of future results and includes risks and uncertainties. Actual results may differ

materially from those projected because of various force majeure circumstances.
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