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Bulgarian Economy Overview ς Q2 2010 

× The first quarter of 2010 recorded a more modest decline of GDP (-3.6%) compared to the 

decline of 5.9% in the last quarter of 2009. The sharp contraction in capital inflows reduced 

domestic demand and at the same time the recession in Bulgariaôs major trading partners 

diminished exports. Still, the first signs of recovery are already here. It is evident that the 

Bulgarian economy is heavily dominated by consumption and net exports used to have more than 

20% negative contribution to GDP. However, net exports fell to more sustainable level as the 

country was affected by the global crisis. 

 

Source: Bulgarian National Bank 

× The weaker GDP decline is almost entirely due to the significant improvement in exports. 

However, domestic demand remains subdued and is not projected to start recovering soon. The 

IMF sticks to its forecast of 0.2% GDP growth in 2010, while UniCredit predicts decline of 1% for 

this year. As can be seen from the graph below, Bulgaria continues to experience one of the 

steepest GDP declines in Central & Eastern Europe mainly explained by the huge external 

imbalances that are undergoing major correction. 

 

 

 

 

 

2 005 2 006 2 007 2 008 2 009 Q3 2009 Q4 2009 Q1 2010

Net Exports -16,2% -18,8% -22,1% -22,8% -7,7% 3,9% -8,2% -8,5%

Gross Capital Formation 28,0% 31,7% 36,8% 38,3% 26,2% 21,1% 27,3% 23,2%

Final Consumption 88,2% 87,0% 85,3% 84,4% 81,6% 74,9% 80,9% 85,3%

GDP Annual Growth Rate6,3% 6,3% 6,2% 6,0% -5,0% -5,4% -5,9% -3,6%
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Bulgarian Economy Overview ς Q2 2010 

GDP Annual Growth Rate 
Country 2009 Q1 2010 

Bulgaria -5,0% -3.6% 

Czech Republic -4,8% 1.1% 

Estonia -14,1% -2.0% 

Greece -2,0% -2.5% 

Cyprus -1,7% -1.7% 

Latvia -18,0% -5.1% 

Lithuania -15,0% -2.6% 

Hungary -6,3% -0.9% 

Poland 1,7% 2.8% 

Romania -7,1% -3.2% 

Slovenia -7,8% -0.8% 

Slovakia -4,7% 4.5% 
 

× The positive side of the otherwise deteriorating economic conditions is the decrease of external 

imbalances. Bulgaria has to change its growth pattern if it is to resume its economic development 

on a sustainable basis. The economy has to shift its focus from domestic demand to higher value-

added export industries. It is clear which industries are already shrinking but unfortunately it is not 

that obvious which sectors will become the new engines of growth.  

× We observe relatively stable distribution across the major sectors in the Bulgarian economy. 

Agriculture is the major exception which more than halved since 2002. The industrial sector 

remained almost entirely flat in terms of proportion to the total economy. Financial and real estate 

services experienced significant increase from 20.3% in 2002 to 29.1% in Q1 2010. 



 

 
 
 

 
 

Bulgarian Economy Overview ς Q2 2010 

 

Source: Bulgarian National Bank 

× In the period January ï May 2010, the current account deficit was 70% lower than the deficit in 

the same period in 2009. It amounted to ú 709 million (2% of GDP) compared to ú 2.37 billion 

(7% of GDP) for the period January ï May in 2009. The decrease in trade balance (by ú 

815million) was the main factor behind the decline in the current account. Exports increased 

sharply by 22.1%, while imports increased modestly by 2.5% on an annual basis. Thus, the 

trade deficit was ú 1.24 billion (3.5% of GDP) for the reporting period against ú 2.05 billion (6.1% 

of GDP) for the same period last year. 

2002 2003 2004 2005 2006 2007 2008 2009 Q1 2010

Agriculture 12,2% 11,7% 11,0% 9,4% 8,5% 6,2% 7,3% 6,0% 3,4%

Industry 24,3% 24,7% 24,3% 24,0% 24,1% 24,1% 21,9% 21,8% 23,3%

Construction 4,4% 4,4% 4,9% 5,4% 6,8% 8,2% 8,6% 8,6% 6,6%

Trade, hotels, restaurants, transport & 
communication

23,1% 22,9% 23,4% 24,3% 23,8% 24,4% 23,5% 22,8% 19,6%

Financial & Real Estate Services 20,3% 20,1% 20,1% 21,1% 21,5% 22,0% 23,5% 24,6% 29,1%

Other Services 15,7% 16,1% 16,3% 15,8% 15,3% 15,1% 15,1% 16,2% 18,0%
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Bulgarian Economy Overview ς Q2 2010 

 

Source: Bulgarian National Bank 

× FDI for the first five months of the year amounted to just ú 253 million, which is 80% lower than a 

year ago. These figures are preliminary and usually revised significantly upward. The decrease for 

Q1 2010 against Q1 2009 is almost 86% and continues the negative trend since 2008 as Bulgaria 

was affected by the economic crisis. Investments in real estate and construction fell precipitously 

as these sectors were some of the most overheated in the economy. FDI fell by 67% in both real 

estate and construction. 

 

2003 2004 2005 2006 2007 2008 2009
Jan.-
May 
2009

Jan.-
May 
2010

Current Account -ϵ972 -ϵ1 307 -ϵ2 706 -ϵ4 648 -ϵ7 755 -ϵ8 199 -ϵ3 196 -ϵ2 366 -ϵ709

Trade Balance -ϵ2 426 -ϵ2 953 -ϵ4 410 -ϵ5 562 -ϵ7 245 -ϵ8 597 -ϵ4 103 -ϵ2 050 -ϵ1 235

Exports ϵ6 668 ϵ7 985 ϵ9 466 ϵ12 012 ϵ13 512 ϵ15 204 ϵ11 786 ϵ4 419 ϵ5 396

Imports ϵ9 094 ϵ10 938 ϵ13 876 ϵ17 574 ϵ20 757 ϵ23 801 ϵ15 889 ϵ6 469 ϵ6 631

Exports (annual % change) 10,0 19,7 18,6 26,9 12,5 12,5 -22,5 -30,4 22,1

Imports (annual % change) 14,5 20,3 26,9 26,7 18,1 14,7 -33,2 -33,2 2,5
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Bulgarian Economy Overview ς Q2 2010 

 

Source: Bulgarian National Bank 

× Bulgariaôs balance of payments has experienced a significant deterioration since Q4 2008 in 

terms of the overall balance. However, the current account deficit decreased significantly mainly 

due to the larger decrease of imports than the decline in exports. It declined from the worrying 

24% of GDP in 2008 to a more sensible level of 9.4% of GDP in 2009. The often stated ratio of 

FDI over current account balance may lead to the wrong conclusion that FDI must cover the 

current account if the balance of payments is to be positive. In fact, FDI is just part of the financial 

account. The balance of payments identity is: Current Account = Capital Account + Financial 

Account + Net Errors and Omissions. If the absolute value of the surplus on any side of the 

equation is larger than the absolute value of the deficit on the other, the central bank accumulates 

foreign exchange reserves.    As of May 2010, the capital and financial accounts deficit amounted 

to ú 902 million against surplus of ú 695 million in January - May 2009. The major reason 

behind the stark decrease of the financial account is the fall in the net foreign liabilities of 

the banking system as well as the lower foreign direct investments. Up to May 2010, the 

overall balance of payments is -ú 1.07 billion against negative balance of ú 1.03 billion in May 

2009. Thus, Bulgariaôs foreign exchange reserves declined by the same amount.  

2003 2004 2005 2006 2007 2008 2009
Q1 

2009
Q1 

2010

Construction ϵ5 ϵ82 ϵ172 ϵ501 ϵ815 ϵ603 ϵ196 ϵ76 ϵ66

Real Estate ϵ163 ϵ216 ϵ534 ϵ1 801 ϵ2 598 ϵ1 984 ϵ653 ϵ182 ϵ61

Manufacturing ϵ516 ϵ436 ϵ868 ϵ1 079 ϵ1 058 ϵ619 ϵ587 ϵ97 ϵ42

Financial Intermediation ϵ432 ϵ236 ϵ667 ϵ828 ϵ2 175 ϵ1 634 ϵ737 ϵ274 ϵ7

FDI Annual Change 88,8% 47,8% 15,2% 97,4% 45,5% -26,0% -52,0% -25,7% -85,8%
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