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liguidity and anemic lending activity.

Interest Rates on Time Deposits (6 - 12 months)
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“ The higher interbank rates increased the interest rates for non-financial corporations and

home purchases as the crisis initially unfolded. However, the subsequent reduction in
inferbank rates did not translate intfo lower lending interest rates. There must be a

significant decline in deposit rates before banks can afford to lower lending rates.

Average Interest Rates on Loans in Euros
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Source: Bulgarian National Bank

% Lending growth in 2009 was merely 3.58% against 31.97% in 2008. Real estate was the

most affected sector registering a lending decline of 55%.

Lending by Sectors
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Bulgarian Ec:onomy Overview — Q1 2010

Source: Bulgarian National Bank

Annual Lending Growth
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—&— Manufacturing 9,77% 52,52% 23,90% 1,21%
—— Construction 52,94% 112,25% 58,58% 12,78%
—4&— Real estate, renting and business
A, 33,23% 199,55% 51,71% -55,85%
activities
== Households and NPISHs 30,55% 52,35% 31,31% 5,79%
== Other 18,18% 61,78% 26,59% 12,21%
—8—Total 23,68% 64,29% 31,97% 3,58%

Source: Bulgarian National Bank

% Bulgaria’s budget deficit for 2009 was revised from 1.8% to 3.9%. The new government

uncovered annexes that require more than one billion Euros of additional expenditures.

Nevertheless, Bulgaria remains one of the countries with the lowest budget deficit in the

EU. The consolidated budget cash deficit for the first two months of 2010 amounted to

almost € 715 million due to lower revenues, higher social security expenditures and

belated payments to businesses.
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Bulgarlan Economy Overwew Q1 2010

Budget Balance
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I Budget Balance €413 €759 €20 €626 -€1314
—#—Budget Balance (% of GDP) 1,9% 3,0% 0,1% 1,8% -3,9%

accordance with the prudent fiscal

Source: Eurostat (ESA 95 Methodology)

% Bulgaria has experienced steady decrease in its external public debt since 2002 in

policy required under the currency board

arrangement. Thus, it enjoys one of the lowest public debt to GDP ratios in the EU.

However, the private external debt increased dramatically as the Bulgarian economy

became more dependent on foreign financing to sustain its GDP growth rate. The short —

term external debt has also been increasing unfil 2008 but dropped to 35.5% of GDP in

February 2010.
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Bulgarian Economy Overview — Q1 2010

External Debt
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I Private External Debt €2808 | €3593 | €6073 |€10309|€16144|€24925|€33198(€33547|€32771
I Public External Debt €7961 | €7048 | €6585 | €5198 | €4547 | €4092 | €3902 | €4159 | €4 241
——Public External Debt (% GDP) | 48,1 39,8 33,2 23,8 18,0 14,2 11,4 12,3 12,3
= Private External Debt (% GDP)| 17,0 20,3 30,6 47,1 64,0 86,2 97,3 99,0 95,0
== Short-Term Debt (% GDP) 9,1 8,6 123 | 180 | 244 | 325 | 386 | 381 | 355

Source: Bulgarian National Bank

% The housing sector deteriorated in line with the worsening state of the Bulgarian

economy since it is a huge sector and its condition is directly influenced by the state of

the economy. In Q1 2010, home prices declined by 2.3% compared to Q4 2009. The

cumulative decline in home prices since Q4 2008 is 31%.

Average Home Prices - Bulgaria
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Source: National Statistical Institute

Key Macroeconomic Indicators

2005 2006 2007 2008 2009 Q12010
GDP (€ million) €21 882 € 25238 €28 898 €34118 €33876 N/A
GDP per capita €2827 €3278 €3773 € 4 475 €4 466 N/A
GDP Growth Rate (%) 6,3 6,3 6,2 6 -5 N/A
Annual Inflation (%) 6.5 6.5 12,5 7.8 0,6 1,3
Unemployment (%) 10,7 9.1 6.9 6.3 9.1 10,1
FDI (€ million) €3152 € 6222 € 9052 € 6 697 €3213 N/A
FDI/Current Account (%) 116,5 133,9 116,7 81,7 100,5 N/A
Capital & Financial 155,7 156,3 168,8 142,4 82,9 N/A
Account/Current Account
Budget Balance (% of GDP) 1.9 3.0 0.1 1.8 -3,9 N/A
Money M3 (€ million) €12915 €16 393 €21 506 € 23 406 €24 417 €24 751
Base Interest Rate (%) 2,0 2,7 3,9 5.1 2.4 0,3
Interbank Money Market (%) 2,1 2,9 4,1 53 2,4 0.4
3-month Sofibor (%) 3.6 3.7 4,9 7.1 5,7 4,3
Yield on Iong—term. _ _ 3.9 4,2 5.0 5.5 48
government securities (%)
BGN/USD Exchange Rate 1.7 1.5 1.3 1.4 1.4 1,5

Bulgaria’s Ten Largest Cities according to present address registration

City Population by Current Address

Registration
Sofia 1 402 602
Plovdiv 376 103
Varna 352770
Burgas 208 811
Ruse 166 553
Stara Zagora 151 529
Pleven 120 370
Sliven 102 043
Dobrich 101 809
Shumen 93 851

FORTON International

55 Alexander Stamboliyski Blvd.

1301 Sofia, Bulgaria
T: +359 2 805 90 63
M: +359 886 353 526
F: +359 28103173
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