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Letter from
the editor

A good year it was, 2017. Economies in Southeast Europe (SEE) shifted to a higher
gear, incomes grew and people spent more, and companies booked record sales and
profits. The upswing swept across all sectors of the economy, with the automotive
having the biggest reason for cheer. The oil industry recovered, and the metals
companies directly benefited from the rise in auto production and other sectors as
economic expansion gained speed and global metal prices increased.

The global economic environment remained favourable and nature was benevolent.
In the thankful absence of cataclysms, the region’s endemic problems of weak rule of
law, unpredictable changes in regulations and obsolete infrastructure remained just
annoying detriments to growth but were no showstoppers.

The economic tailwinds offer the businesses in SEE an opportunity to close the
competitiveness gap with their peers on the more developed Western markets.

To harness their potential, however, it is crucial that they allocate more money to
research. The good health of the region’s basic industries provides solid foundations
for a sharper focus on innovations.

The governments in the region can lend a helping hand, too. “Innovation and
entrepreneurship is a series of typically many failures and one giant success. The
question is: Is there an environment that allows people to fail and companies to fail
and then recover and try again,” Arup Baneriji, Regional Director for the European
Union countries for the World Bank Group, says in the opening interview for this
publication. “You need to have innovative companies with higher tolerance for risk,
a regulatory structure that allows them to take risk and a financing structure that
shares the risk with other investors.”

Reading between the lines of balance sheets and the success stories, we have tried
to identify the undercurrents that will shape the SEE markets in the coming years,
the market players who will top the charts, the industries that will pace economic
growth, and the snags that jeopardise it. We pick the brains of the CEOs of some
of the top companies and stock exchanges in the region. The leading banks in

the region offer their projections on lending growth and the likelihood of new
consolidation deals, and the top insurers explain how climate change will impact
their operations. To add detail to the broad-brush picture of the biggest businesses,
we draw your attention to small companies managing to be inventive, innovative and
successful against the odds.

As countries in SEE move to liberalise their power markets, we talk to Janez Kopac,
Director of the Energy Community Secretariat and former Slovenian finance minister.

We also give you the perspective of the tech companies with an opinion piece

by Michael Paier, general manager of IBM South East Europe, on how mastering
the latest digital technologies will be a key component of economic development
and competitiveness for all countries, and an article by Gregor Potocar, managing
director of SAP SEE, stating that increased connectivity will be a key driver of
progress in the region.

We take a turn away from the big names with a story on some of the exciting,
yet little known innovations for a low-carbon economy born in SEE, including an
electric hypercar and a blockchain-fuelled, peer-to-peer energy transfer platform.
“We never thought locally, only globally,” says the owner of the electric hypercar
manufacturer, who started off his business in a garage in a little town in 2009.
Perseverance in making a good idea work paid off - earlier this year auto giant
Porsche bought a stake in his company.

Nevena Krasteva
Editor-in-chief



MefgHoTO Cbpue Ha bbarapus
60 rogHM NO-KbCHO

Aypy6l/IC € BoAella MmexXaAyHapoHa rpyrna 3a Npon3BoACTBO Ha Me4 1 OPYTA LIBETHW META/IN 1 CBETOBEH TMAED B PEUMKINPAHETO Ha
MeaoHW oTnaabun. 3aBO,EL'bT HN B anrapvm € Pa3roioKeEH B Cpe,ELHOI'OpVIeTO M e CTpyKTypoonpeaenadly 3a MKOHOMMKaTa Ha CTpaHaTa. Hune
CMe Hal-ronemmsT Npov3BOANTEN Ha ME[] B FOromsTouHa EBpona M BTOpaTa No rofieMmHa KomrnaHma B Ebnrapvm KaToO pasmep Ha
roguwHuTE Nprnxonn. Peanmampame 3HAYNTE/THa YacCT OT M3HOCA Ha CTpaHaTa C MPUHOC B pacTexXa Ha 6pyTHI/I9l BbTPELLUEH MPOAYKT.
|/|HBECTVILI,I/IVITE HW B MOLAEPHM3aLINA Ha MPOM3BOLCTBOTO M OMa3BaHE Ha OKOJIHATa Cpefja HaAXBbPAAT 1.2 MUanapaa nesa. HpO,D,yKTI/ITe HU
HaMnpat LWMPOKO NPUNIOXKEHNE B ENEKTPOHKMKATA, EHEPIreTHKaTa, aBTOMO6MﬂOCTpO€HeTO, XMmMpyeckata MHAyCTpus 1 CTponTENCTBOTO.

HaTtpynaHusT onuT, 3aabnboueHaTa ekcrepTyisa, NpUeMCTBEHOCTTA 1 YBAXKEHWNETO KbM TPAAMLMMTE HY NOMaraTt BUHarM a MUCINM B
nepcnekTyBa. [pyxaTa KbM OKO/IHATa CPeAa, CoLManHaTa OTroBOPHOCT U ABATOrOAWLLIHOTO NapTHLOPCTBO C OOLLHOCTUTE Ca YacT OT
06LLMS HM CTpemMesK 3a npocrnepuTeTa U 4oOpyBaHeTo Ha bbarapus.

Mpe3 2018 rognHa oTtbens3same 60 rogmnHL OT Cb3aBaHeTo Ha MeoA06MBHMS 3aBog B CpejHOropmeTo.

Boaum ce OT NPUHLMMNTE 33 OTFOBOPHOCT, YBaXKeHWe 1 nepcrekTrea. OTrOBOPHOCT, 3aLL{0TO KaTo BOAELLa KOMNaHMUs CMe ATbXHM fa
3a/laBamMe CTaHAapTM HE CaMO B METANYPrUHMs CEKTOP, @ B MHAYCTPUSTA KaTo Usino. He cme 3aTBOpeHa C1CTeMa U BsipBame, Ue BMCOKOTO
HWBO Ha MpMeHa KyNnTypa AaBa CBOETO OTPaKeHMe HaBbH. YBaxeHWe, 3aLL{0TO XOpaTa, KOUTO paboTAaT NMpu Hac, ca Hal-ronemmsT Hu
kanwuTan. lMepcnekTBa, 3aLl0TO CME CTPAaTErMueckin MHBECTMTOP M MO OTHOLLEHWE Ha CIYXXUTeNnTe cu.

The Copper Heart of Bulgaria
60 Years Later

Aurubis Group is a leading international producer of copper and other non-ferrous metals and a world leader in copper recycling. Our plant
in Bulgaria is located in Srednogorie and is of structural importance to country's economy. We are the largest copper producer in Southeast-
ern Europe and the second largest company in Bulgaria in terms of revenue. Our operations contribute to the GDP growth by realizing
significant part of country’s export. Our investments in modernization of production and environmental protection exceed 1.2 billion leva so
far. Our products are widely used in electronics, energy, automotive, chemical industry and construction.

Accumulated experience, in-depth expertise, continuity and respect to traditions help us to always think in perspective. Environmental care,
social responsibility and long-standing partnership with communities are part of our common drive for the prosperity and well-being of Bulgaria.

In 2018 we mark 60 years since the establishment of the copper plant in the Srednogorie region.
We are guided by the principles of responsibility, respect and prospect. Responsibility because as a leading company, we are obliged to set
standards not only in the metallurgical sector but in the industry as a whole. We are not a closed system and we believe that the high Ievel
of corporate culture reflects its outward appearance. Respect, because the people who work with us are our greatest
capital. Perspective because we strategically invest in our employees as well.

roomHu O
NO-KbCHO A\Au I‘UbIS




TOP 100 COMPANIES

I

REIR

BULGARIA

in millions of euro

Rank  Rank C 1G] Pt Y ) p:?itt/ pll‘\lo:itd b';arr:le(t
2017 2016 ompany name Country Industry rezv:|n7ue rezvoeln:e crheavnegneu: loss loss profit/
2017 2016 loss
| | Automobile-Dacia SA Romania Automobiles 5025 4619 11.62% 1157 100.5 15
2 2 Petrol d.d. Slovenia Petroleum/Natural Gas 3791 3214 17.94% 643 437 29
3 4 OMV Petrom SA Romania Petroleum/Natural Gas 3531 3100 16.89% 5150 1999 |
4 3 OMV Petrom Marketing SRL Romania Petroleum/Natural Gas 3264 3211 4.28% 688 849 25
5 5 Lukoil Neftochim Burgas AD Bulgaria Petroleum/Natural Gas 2962 2300 28.79% 155.4 609 9
6 12 Aurubis Bulgaria AD Bulgaria Metals 2638 | 682 56.83% 2012 100.6 6
7 9 Rompetrol Rafinare SA Romania Petroleum/Natural Gas 2487 1 985 28.59% 89.8 154 19
8 13 GEN-l do.o. Slovenia Electricity 2456 | 656 48.28% 135 8.6 65
9 8 INA d.d Croatia Petroleum/Natural Gas 2440 1993 21.77% 189.8 212 8
10 7 JP Elektroprivreda Srbije Serbia Electricity 2316 2089 6.38% 288 712 47
I 6 Kaufland Romania SCS Romania Wholesale/Retail 2177 2143 4.24% 1439 1439 12
12 15 Naftna Industrija Srbije AD Serbia Petroleum/Natural Gas | 953 | 546 21.20% 2353 130.6 5
13 10 Rompetrol Downstream SRL Romania Petroleum/Natural Gas | 942 | 820 9.49% 362 137 40
14 Il British American Tobacco (Romania) Trading SRL Romania Food/Drinks/Tobacco 1 920 1811 8.80% 65.6 148.1 28
15 19 Holding Slovenske Elektrarne d.o.o. Slovenia Electricity | 659 | 294 2821% 19.7 444 56
16 New  Star Assembly SRL Romania Automobiles | 620 366.7 35342% 528 1.6 31
17 14 Natsionalna Elektricheska Kompania EAD Bulgaria Electricity | 605 I 576 1.90% 35 -65.8 84
18 29 Revoz dd. Slovenia Automobiles | 594 1,086 46.79% 348 159 43
19 17 Johnson Matthey DOOEL Macedonia Chemicals | 485 | 346 10.34% 96.8 1213 17
20 20 Carrefour Romania SA Romania Wholesale/Retail | 477 1277 18.61% 450 36.1 34
21 21 Lidl Discount SRL Romania Wholesale/Retail | 415 | 243 16.85% 757 479 22
22 23 Dedeman SRL Romania Wholesale/Retail | 384 1172 21.15% 190.8 157.0 7
23 16 Lukoil-Bulgaria EOOD Bulgaria Petroleum/Natural Gas | 375 | 404 -2.07% 3 -20 94
24 22 Lukoil Romania SRL Romania Petroleum/Natural Gas | 283 | 182 I1.31% 184 36 60
25 25 Krka d.d. Slovenia Pharmaceuticals 1228 | 153 6.44% 1537 1029 10
26 New  Konzum dd. Croatia Wholesale/Retail 1217 1 398 -13.42% -5252 -246.0 100
27 18 Poslovni Sistem Mercator d.d. Slovenia Wholesale/Retail 1199 | 342 -10.62% -203.7 -774 99
28 32 MOL Romania Petroleum Products SRL Romania Petroleum/Natural Gas | 184 | 054 15.27% 393 337 37
29 24 Hrvatska Elektroprivreda d.d Croatia Electricity I 174 1170 021% 484 1752 32
30 27 Orange Romania SA Romania Telecommunications | 174 | 106 8.85% 685 845 26
31 31 Engie Romania SA Romania Petroleum/Natural Gas I 131 1 075 795% 724 814 23
32 30 Auchan Romania SA Romania Wholesale/Retail 1123 | 082 6.51% l6.1 53 62
33 43 Ford Romania SA Romania Automobiles | 080 867.2 27.81% 205 64 54
34 41 Romgaz SA Romania Petroleum/Natural Gas | 074 880.3 25.19% 3980 2256 2
35 28 E.ON Energie Romania SA Romania Petroleum/Natural Gas 1 070 1103 -0.49% 15.5 382 63
36 36 Mega Image SRL Romania Wholesale/Retail | 058 955.7 13.59% 433 29.7 35
37 34 Petrotel - Lukoil SA Romania Petroleum/Natural Gas I 049 996.3 8.03% 483 659 33
38 44 Profi Rom Food SRL Romania Wholesale/Retail | 046 861.2 24.61% 28.1 279 48
39 55 ArcelorMittal Galati SA Romania Metals | 041 7670 39.27% -329 -59.8 97
40 New  Prvo Plinarsko Drustvo d.o.0. Croatia Petroleum/Natural Gas 1 028 436.5 134.11% 337 238 44
41 35 Metro Cash & Carry Romania SRL Romania Wholesale/Retail | 023 967.3 8.55% 249 228 49
42 26 FCA Srbija DOO Serbia Automobiles 9928 1107 -13.92% 18.0 172 6l
43 38 Lek dd. Slovenia Pharmaceuticals 964.6 901.1 7.05% 832 748 21
44 50 Complexul Energetic Oltenia SA Romania Electricity 9375 8100 18.76% 388 -308 38
45 52 Samsung Electronics Romania SRL Romania Electronics 96 805.9 1607% 135 120 66
46 New Interenergo d.o.o. Slovenia Electricity 8938 3726 139.87% 29 9.7 86
47 45 Kaufland Bulgaria EOOD & Co KD Bulgaria ‘Wholesale/Retail 887.0 850.7 4.27% 398 450 36
48 47 Selgros Cash & Carry SRL Romania ‘Wholesale/Retail 871.5 829.1 7.86% 10.5 56 73
49 54 Autoliv Romania SRL Romania Automobiles 8622 7933 11.53% 243 25.1 50
50 46 RCS & RDS SA Romania Telecommunications 8580 841.1 4.67% 632 -13.1 30
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in millions of euro

Rank  Rank C 1G] Pt Y ) p:?itt/ pll‘\lo:itd b';arr:le(t
2017 2016 ompany name Country Industry rezv:|n7ue rezvoeln:e crheavnegneu: loss loss profit/
2017 2016 loss
51 48 Vodafone Romania SA Romania Telecommunications 8453 8219 5.53% 127 417 67
52 60 Gorenje d.d. Slovenia Electronics 8443 7324 15.28% 0473 37 90
53 37 Electrica Furnizare SA Romania Electricity 844.0 9270 -6.58% 0336 387 91
54 40 Mediplus Exim SRL Romania Wholesale/Retail 8394 884.0 -2.56% 10.2 226 77
55 49 Hrvatski Telekom d.d. Croatia Telecommunications 8338 8121 207% 1.9 1203 16
56 63 Delhaize Serbia DOO Serbia ‘Wholesale/Retail 819.8 6988 12.55% 36.1 10.3 41
57 57 Telekom Srbija AD Serbia Telecommunications 7942 7609 0.16% 1232 1232 14
58 39 Mercator-S DOO Serbia Wholesale/Retail 7879 839.3 -9.93% -58.0 -146 98
59 71 JP Srbijagas Serbia Petroleum/Natural Gas 759.7 6133 18.85% 141.6 176 13
60 73 IMPOL d.o.0. Slovenia Metals 751.6 589.2 27.57% 19.6 154 57
6l 59 EPS Distribucija DOO Serbia Electricity 7335 7421 -5.16% 203 -30 55
62 80 Dante International SA Romania Wholesale/Retail 7178 5514 33.57% 239 188 96
63 6l OMV Petrom Gas SRL Romania Petroleum/Natural Gas 7147 7035 425% 1.8 163 69
64 58 Hidroelectrica SA Romania Electricity 7129 7479 -2.20% 291.8 2703 4
65 70 Altex Romania SRL Romania ‘Wholesale/Retail 7103 6145 18.61% 104 88 74
66 New HBIS Group Serbia Iron & Steel DOO Serbia Metals 695.3 3309 101.58% 0.021 10.7 93
67 65 Continental Automotive Products SRL Romania Rubber/Rubber Products 687.0 658.1 7.11% 149.7 166.4 I
68 69 Nelt Co DOO Serbia Transportation 669.0 6225 3.12% 1.3 79 71
69 64 Telekom Slovenije d.d. Slovenia Telecommunications 6626 677.1 -2.15% 1.7 405 88
70 76 Renautt Commercial Roumanie SRL Romania Automobiles 661.0 565.0 20.05% 104 6.7 75
71 72 Transelectrica SA Romania Electricity 660.9 606.1 11.88% 6.l 60.0 79
72 66 CEZ Elektro Bulgaria AD Bulgaria Electricity 649.7 6504 -0.12% 18.6 0342 59
73 68 REWE (Romania) SRL Romania Wholesale/Retail 6475 634.7 4.68% 4.1 52 83
74 56 ADM Romania Trading SRL Romania Agriculture 6412 7625 -13.71% 34 -7.1 85
75 74 Ameropa Grains SA Romania Agriculture 640.3 587.0 11.94% 60 32 80
76 67 Farmexpert D.C.I. SRL Romania ‘Wholesale/Retail 6364 637.7 241% 19.3 199 58
77 New Hip - Petrohemija AD Serbia Chemicals 636.3 299.8 103.67% 3425 -427 3
78 79 Porsche Romania SRL Romania Automobiles 6342 551.8 17.93% 231 232 51
79 77 Petrol do.o, Croatia Petroleum/Natural Gas 6259 5649 10.15% 8.1 13.1 78
80 84 OMV Slovenija d.o.o. Slovenia Petroleum/Natural Gas 6218 5430 14.52% 218 210 53
8l 78 Pliva Hrvatska d.o.o. Croatia Pharmaceuticals 6193 600.1 261% 68.9 734 24
82 62 CFR SA Romania Transportation 6184 701.1 -9.49% 331 1104 45
83 89 Hella Romania SRL Romania Automobiles 6180 5187 22.26% 304 347 46
84 87 Lidl Hrvatska d.o.0. kd. Croatia Wholesale/Retail 6179 5293 16.05% 356 321 42
85 75 Takata Romania SRL Romania Automobiles 6162 577.7 9.45% 103 248 76
86 New Tigar Tyres DOO Serbia Rubber/Rubber Products 6112 364.7 60.81% 873 532 20
87 86 Alro SA Romania Metals 5928 5321 14.31% 682 148 27
88 88 JP Elektroprivreda BiH d.d. Bosnia and Herzegovina Electricity 590.6 5288 1'1.68% 0317 6.6 92
89 93 Michelin Romania SA Romania Rubber/Rubber Products 584.7 5022 19.46% I1.0 228 72
90 85 Fildas Trading SRL Romania Wholesale/Retail 579.8 539.6 10.27% 222 207 52
91 90 Bulgargaz EAD Bulgaria Petroleum/Natural Gas 576.2 5182 11.19% 48 18.8 82
92 42 HEP-Operator Distribucijskog Sustava d.o.o. Croatia Electricity 575.7 875.8 -34.65% 90.5 883 18
93 New  Cofco International Romania SRL Romania Agriculture 565.1 2848 103.59% 24 34 87
94 9l Plodine d.d. Croatia Wholesale/Retail 5643 5119 9.59% 147 10.1 64
95 New Saksa OOD Bulgaria Petroleum/Natural Gas 5533 4306 28.50% 57 59 8l
96 82 Express Logistic and Distribution EOOD Bulgaria Wholesale/Retail 546.6 5467 -0.02% 52 1.9 95
97 New  Astra Bioplant EOOD Bulgaria Petroleum/Natural Gas 5432 3883 39.89% 10 58 89
98 99 Bingo d.o.0.Tuzla Bosnia and Herzegovina Wholesale/Retail 5318 4682 13.57% 370 345 39
99 New Crodux Derivati Dva d.o.o. Croatia Petroleum/Natural Gas 5225 3740 3891% 1.9 77 68
100 New Porsche Slovenija d.o.o. Slovenia Automobiles 5155 4537 13.61% 1.7 1.0 70
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TOP 100 COMPANIES

2017: Growing purchasing

power brings in record-high

sales to SEE companies

By Nevena Krasteva

Robust domestic demand backed by growing disposable incomes, a steady investment flow
and a benign international environment put the economies in Southeast Europe (SEE) on

a faster-growth track in 2017. Companies in the region cashed in on the positive consumer
sentiment on both domestic and global markets, as investments made in capacity raised their
productivity, while expenditures remained low. The aggregate revenues of the SEE TOP 100
entrants and their profits both hit record highs. The economic upsurge reached companies
across all sectors, giving the strongest impetus to export-oriented majors in the metals industry
and manufacturers of cars and car parts. Oil and gas companies, which traditionally dominate
the SEE TOP 100 ranking, regained ground, too, after going through a rough patch in the past
years due to the slump in global prices. Vibrant sectors such as agriculture, however, are still
underrepresented in the ranking, while others, such as IT, are conspicuously absent.

Expanding private con-
sumption  underpinned
by growing disposable in-
comes pushed economic
growth in SEE to 4.0% in
2017 from 3.5% a year ear-
lier, outpacing the European Union (EU)
average. A favourable external environ-
ment, including healthy performance of
the economies in the EU, the region’s
main trade partner, and a global pickup
in commodity prices provided a further
boost to the economies in the region.
Banks remained solid and the financial
markets, with the exception of Roma-
nia, stayed calm. Unemployment was on
a downward trajectory as managers re-
mained upbeat in their hiring plans.

Improved business confidence and
widely available cheap financing fuelled
a rise in corporate investments, while
EU funds continued to support public
investment. Foreign direct investments
increased in most countries in SEE, too,
as evidenced by growing activity on the
M&A market.

China emerged as a key investor, and
continues to pour billions of euro in the
region. Most of the money goes into
key infrastructure projects in Serbia but
the corporate sector also attracted a
serious chunk of the total. In 2018, the
government in Belgrade picked Zijin
Mining Group as buyer of a 65% stake
in state-run copper miner and smelter

RTB Bor for $350 million. Earlier this
year, Hisense Group became the owner
of 95.42% of household goods manufac-
turer Gorenje, one of the top ten com-
panies in Slovenia. Another Chinese
company, CEFC China Energy Company
Limited, was about to sign a deal for a
majority stake in KazMunayGas Inter-
national, the owner of Romania’s Rom-
petrol Rafinare - the seventh biggest
company in the region, according to our
ranking. The deal, however, fell apart.
In Bulgaria, the China National Nuclear
Corporation declared its interest in the
potential construction of a second nu-
clear power plant in the country.

With a population of 19.6 million and im-
pressive gross domestic product (GDP)
growth of 7% in 2017, Romania stands
out as the showcase market in the re-
gion and home to most of its biggest
companies, including the SEE TOP 100
ranking leader, car manufacturer Dacia.
It serves as a test ground for most major
foreign investors scanning the region for
expansion opportunities, and leads the
way on the M&A scene.

Romania’s economy, however, also
displays most of the weaknesses that
annoy investors across the region —
inefficient institutions, unpredictable
policy-making and wavering progress
in the fight against corruption. Political
turmoil at times spills on to the stock
market and hits the local currency,

frequent amendments to the tax code
force businesses to revise their long-
term plans, and attempts by the gov-
ernment to meddle with the judiciary
raise concerns about the independence
of the institutions.

Furthermore, quick economic expansion
has fuelled concerns about overheating,
prompting the IMF to repeatedly urge
for fiscal moderation and increased cen-
tral bank vigilance. According to IMF
projections, Romania's fiscal gap will
widen to 3.6% in 2018 from 2.8% in 2017,
whereas consumer price inflation is seen
accelerating to 4.7% from 1.3%.

Despite its strong growth, Romania's
GDP per capita was equal to just 63% of
the EU average in 2017. Other countries
in the region, Slovenia excluded, have
even lower wealth levels, as they do not
enjoy Romania’s advantage of scale. At
the same time they feel just as acutely
the same problems stemming from the
weak rule of law, corruption and un-
predictable regulations. Infrastructure
across the region is obsolete and declin-
ing unemployment is accompanied by
shortages of skilled labour.

Add to these a bunch of large state-
owned companies in urgent need of
restructuring in Serbia, a thriving grey
sector in Albania and Macedonia, the
collapse of the biggest privately-owned
concern in Croatia, and unresolved
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problems with neighbouring countries in
Serbia, Kosovo and Macedonia. Against
this backdrop, the strong performance
of the companies in SEE TOP 100 is even
more notable.

Putting the pedal
to the metal

2017 will go down as the year compa-
nies in SEE boosted their earnings to
all-time highs. As the region settled
into a steady growth mode, the to-
tal revenue of the entrants of the SEE
TOP 100 ranking reached 113.9 billion
euro, up by 12.5% as compared to the
turnover recorded by the companies in
the previous year’s ranking. Their total
profit grew even more steeply, by 22%,
to 4.9 billion euro. The threshold for
entry into the ranking soared as well —
to 515.5 million euro from 464.7 million
euro a year earlier.

The upturn is largely due to a recovery
of the oil and gas sector and strong per-
formance by the metal companies, fol-
lowing a rise in global commodity prices.

Oil and gas companies account for about
a quarter of all entrants in the ranking.
At the same time their combined reve-
nue makes up almost a third of the total
- 36.5 billion euro, as compared to 30.3
billion euro booked by the entrants in
the ranking a year earlier. Furthermore,
their combined profit nearly doubled to
2.2 billion euro.

At number 2 in the ranking on 3.8 billion
euro turnover, Slovenia’s Petrol is the sec-
tor’s top performer in SEE TOP 100. It is
followed by Romania’s OMV Petrom which
reported the highest profit among all SEE
TOP 100 entrants, of 515 million euro.

Six of the top ten companies in the rank-
ing come from the oil and gas sector.

Petroleum/Natural Gas
Wholesale/Retail
Electricity
Automobiles
Metals
Telecommunications
Pharmaceuticals
Chemicals
Food/Drinks/Tobacco
Rubber/Rubber Products
Agriculture
Electronics

Transportation

However, the sector to post the sharp-
est year-on-year increase in aggregate
turnover, of 46% to 5.7 billion euro, is
metal processing. Metal companies also
saw their profits leap to a combined 256
million euro, from 71.0 million euro post-
ed by the entrants in the ranking a year
earlier. Apart from rising global prices,
the sector’s expansion is directly fuelled
by increased demand by other industries
as economic growth gains momentum.
“Manufacturing a conventional auto-
mobile takes some 20-25 kg of copper,
while for hybrid and electric vehicles this
amount exceeds 100 kg. A wind genera-
tor and its infrastructure need over 20 t
of copper,” Tim Kurth, CEO of Aurubis
Bulgaria, a unit of Hamburg-based copper
producer Aurubis, says. (Read the full text
of the interview with Kurth on p. 31.)

Aurubis Bulgaria is the biggest metals

producer in the ranking and a newcomer
among the top ten. The company’s 2017
financial results reflect a sharp increase
in output after a major shutdown of its
plant for capacity upgrades a year earlier.

Car makers
continue good run

Automobile Dacia, a unit of France’s
Renault, is the biggest company in SEE
for a fourth year running as its revenue
rose by 11.62% to 5.0 billion euro. Dacia’s
profit increased, too - to 115.7 million
from 100.5 million euro - but by this in-
dicator the company ranks a distant |5th
in the region. “Sales of cars and parts
grew as compared to 2016, because of
the excellent mix of models and ver-
sions. To this result contributed also the
completely knock down international
sales,” the company told SeeNews. The
higher operating profit shows the profit-
ability of current operations and that the
company’s resources have been used ef-
ficiently, it added.

NET PROFIT/LOSS

NUMBER OF COMPANIES

27

2017
14
B Petroleum/Natural Gas
B Wholesale/Retail
Electricity
Automobiles
other
METHODOLOGY

SEE TOP 100 ranks the biggest
companies in Southeast Europe by

total revenue for the fiscal year ended
December 31, 2017. Both 2017 and 2016
comparative figures are sourced from
2017 annual non-consolidated reports.
The SEE TOP 100 ranking covers
non-financial companies registered

in Albania, Bosnia and Herzegovina,
Bulgaria, Croatia, Macedonia,

Moldova, Montenegro, Romania,

Serbia and Slovenia. Banks, investment
intermediaries, insurers and real estate
investment trusts (REITs) are excluded
from the ranking as total revenue

is not an accurate indicator of their
performance. Holding companies, on the
other hand, are represented in the ranking
by their subsidiaries. All data is sourced
from national commercial registers, stock
exchanges, government and corporate
websites, industry regulators, local
business information providers and
companies themselves. The initial pool
of companies exceeds 2,900. The ranking
does not include companies that declined
or failed to provide financial results by
the time SEE TOP 100’s content was
finalised.

To allow comparison, all local currencies
in the rankings have been converted

into euro, using the respective central
bank’s official exchange rate on the last
working day of 2017 and 2016. Year-on-
year changes in the companies’ financial
indicators have been calculated using the
figures in the original currency.
Elsewhere, local currency figures
referencing past periods have been
converted into euro using the respective
central bank exchange rate as of the end
of the relevant period while all other local
currency figures have been converted
using the exchange rate as of the date the
relevant editorial content was finalised.'
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Car manufacturing remained the fourth
biggest industry in the region, generating a
combined revenue of 14.2 billion euro and
a net profit of 351.9 million euro. When
taking into consideration the results of
the tire makers, which in our ranking fall
under the rubber and rubber products
industrial category, the figures show an
industry that is the third biggest in terms
of turnover and generates the second big-
gest aggregate profit in the region.

The automotive sector’s strong finan-
cial performance comes on the back of
a remarkable rise in production. Vehicle
production in SEE in 2017 showed al4%
annual growth rate against a European
average of 3.7% and 1.9% globally, while
passenger car sales increased by 9.7%, as
compared to Europe’s 3.1% and global
2.4% annual growth rates, according to
data by the International Organization
of Motor Vehicle Manufacturers. This
upward trend is observed in all SEE mar-
kets except Macedonia.

Since 2007, when SeeNews started com-
piling its SEE TOP 100 ranking, the com-
bined annual revenues of all car and car
parts makers entering the ranking have
increased 140%, a result unmatched by
any other industry in the region. The au-
tomotive sector is among the most rap-
idly expanding industries in all countries
in the region in terms of contribution to
the GDP, production capacity increase,
volume of investments and job creation.
The sector, which benefits directly from
growing demand both on domestic and
global markets, attracts investors with
low cost of construction, land and servic-
es, significant state subsidies and the re-
gion’s proximity to key markets. Last but
not least, SEE, in particular the countries
with traditions in car manufacturing such
as Romania, Serbia and Slovenia, boast a
wide base of high-qualified workers. In
Romania, for example, 15 universities of-
fer automotive-related curricula.

Retailers take back seat
as Agrokor crsis hits
bottom lines

Another sector that enjoys the tailwinds
of rising consumption is wholesale and
retail. Yet, it is the only industry to
report a combined loss, of 8.3 million
euro, as five of all seven loss-makers
in SEE TOP 100 come from its ranks.
The sector’s lacklustre performance is
due to the collapse of Croatia’s largest

The automotive
sector’s strong
financial
performance comes
on the back of a
remarkable rise in
production.

privately-held concern Agrokor, repre-
sented in the ranking with three of its
units — Croatian retailer Konzum, Slo-
venia’s Poslovni Sistem Mercator and
Serbia’s Mercator-S. The three compa-
nies reported a combined loss of 786.9
million euro. Excluding their results, the
sector’s combined profit would have
been the second biggest in the region.

Despite the poor performance of the
three Agrokor members, the sector’s
combined turnover increased to 22.9 bil-
lion euro in 2017 from 20.7 billion euro
posted by the entrants in the ranking a
year earlier, pointing to the healthy state
of the other wholesalers and retailers.

It comes as little surprise that Romania
has the biggest number of representatives
of this sector on the SEE TOP 100 list.

Or, for that matter, that it is the coun-
try with the biggest number of entrants,
51, among the region’s top 100. Next
comes Slovenia with |3 representatives,
followed by Serbia with 12, Croatia with
[, Bulgaria with 10, Bosnia and Her-
zegovina with two and Macedonia with
one. The other countries in the region
did not manage to get in an entrant.

In terms of sectors, oil and gas, and whole-
sale and retail have 24 each, electricity has
[4 and the automotive sector has |1, plus
three tire makers which fall into the rub-
ber and rubber products industry group.
The metals sector is represented by five
companies, while pharmaceuticals and
agriculture have three entrants each. The
sectors, whose number of representatives
is slightly lower compared to the previous
year, are drinks and tobacco, telecom-
munications, and transport. One indus-
try that is conspicuously absent from the
ranking is IT, even though it has emerged
as a major driver of many economies in
the region, creating thousands of jobs and
generating some major M&A deals over
the past years.

Export-oriented,
integrated,
investing heavily

Half of all entrants in this year’s edition
of SEE TOP 100 are foreign-owned. For-
eign ownership helps local companies
avoid many of their domestic problems,
while giving them access to international
markets and supporting their investment
plans. The capacity for exports is crucial
for domestically owned companies, as
well, in order to offset the limitations of
the small local markets.

Sales of motor vehicles and car compo-
nents outside Romania accounted for
93% of Dacia's total sales in 2017. The
other manufacturers of cars and car
parts also sell the bulk of their output on
foreign markets. Sales abroad are key for
the operations of companies from the
sectors of metals, chemicals and phar-
maceuticals. Aurubis Bulgaria, the coun-
try’s biggest exporter, contributes 9%
of Bulgaria’s exports, and Serbia’s HIP-
Petrohemija, the most profitable com-
pany among the entrants in this year’s
edition of SEE TOP 100, generates more
than 80% of its revenue from exports.

Most of the top companies enjoy the
economies of scale provided by the
full integration of activities within their
line of operation. Here again we do
not need to look further than the top
of the ranking for evidence to support
this conclusion. Groupe Renault Roma-
nia, Dacia’s parent company employing
more than 17,700 people, integrates all
activities specific for a car manufacturer.
This has generated a steady economic
performance and a wide range of job of-
fers in different fields: market studies,
design, engineering, technical research,
manufacturing and supply chain, sales
and aftersales, business services and fi-
nancing.

Large-scale investments are another
common feature of the operations of
the top companies in the region - OMV
Petrom’s investments, for example, ex-
ceeded 640 million euro in 2017. Apart
from investing in capacity expansion, a
growing number of companies are ac-
knowledging the importance of spending
on circular business models, as well as on
research and development. To deal with
the shortage of skilled labour, businesses
are also investing in training programmes
and dual education classes.



We asked some of the biggest companies in the re-
gion what are the main factors impacting their op-
erations and how they see their business develop-
ing in the short term. Following are their answers:

“Since 2000, the investment made by Groupe Renault
Romania amounts to 2.8 billion euro. This include new
products development (cars, engines, gearboxes, etc.), as well
as manufacturing process optimization (working conditions,
automation, quality, cost reduction and integration of new
technologies). [...] Groupe Renault Romania has proved its
high capacity to generate performance, having an essential
contribution to the Romanian economy: 3% to the GDP,

7% to the national exports, 1,500 suppliers. We want to
continue this success. And, let’s not forget that we operate in
a competitive industry which evolves extremely rapidly and
that we are challenged both externally and internally.”

Groupe Renault Romania

“Oil and gas has been and will continue to be a backbone of
global energy supply also in 2019. OMV is investing in modern
technologies for higher efficiency, process sustainability

and product value. At the same time OMV is also shaping
tomorrows mobility and preparing the alternative fuels
needed for it. Being in a close contact with the automotive
industry, research organisations and universities we are
promoting future mobility technologies with the development
of innovative fuels and building of required infrastructure. By
doing this we are striving to accomplish EU environmental
and energy efficiency targets. In Slovene environment OMV
will be focusing on new Government's opinion on fuel price
deregulation and excise duty policy as well as on new Slovene
Energy Sector Strategy.”

Vanja Lombar, Managing Director, OMV Slovenija

"Business environment is improving in most our markets.
This is reflected in the economic growth and increased
consumption and, consequently, in the increased consumption
of medicines. We at Krka know our company will also thrive
in the future if we keep developing in order to provide

new products, and by maintaining effective and flexible
production and efficient marketing-and-sales network. Our
strategic objectives until 2022 include the attainment of at
least 5% average sales growth in terms of volume and value.
In addition to maintaining the existing product portfolio
[...], we will enter new therapeutic areas and maintain the
largest possible share of new products in total sales. We
intend to introduce new innovative products, such as fixed-
dose combinations of two or three active substances, new
strengths, dosage forms, and delivery systems.

Our growth depends especially on continuous increase

in the range of products based on vertically integrated
business model. We use it to control the entire development-
and-production process, from raw ingredients to finished
products. Currently, 700 experts are developing more

than 170 new products. Our innovations result in modern
pharmaceutical dosage forms that match products of the

best pharmaceutical companies in the world. We intend to
increase production capacities intended for the synthesis

of active pharmaceutical ingredients and finished product
manufacture, and laboratory capacities for quality assurance
and control. Simultaneously with the organic growth of
production capacities, we also plan to grow with acquisitions
and long-term partnerships which will, in addition to new
products, also allow us to enter new markets. Besides the
development and production, marketing and sales are of key
importance for achieving business objectives.

The competition in international markets is harsh, and
regulatory requirements are getting stricter. We respond to
these challenges by strengthening our own marketing-and-
sales network in all key markets, which enables us to get
prompt feedback from individual markets and to effectively
adapt to new circumstances in these markets."

Krka, d. d.

“HEP Group's business performance on the domestic
market in 2019 will primarily be reflected in the quality
of service provision and the overall relationship with our
energy customers as well as in the delivery of investments
in renewable energy sources and other business activities,
both regulated and market-based. With that in mind,

the key factors which might impact HEP's business
domestically in 2019 include the adoption of the Croatia's
energy strategy, the implementation of new regulations
and the implementation of energy efficiency projects as
well as the adoption of other regulatory regulations, most
of which regard the implementation of the so-called EU
Clean Energy Package. Other key external factors include
international fuel price trends for electricity generation
i.e. the price of electricity on Power Exchanges as well

as the CO2 emission price trends. In view of HEP's
business development in the region i.e. the strengthening
of HEP Group's market-based business activities in the
neighbouring countries, they will primarily depend on the
market liberalization rate and the improvement of business
and marked-focused processes in those countries, in
particular in Bosnia and Herzegovina and Serbia.”

Hrvatska Elektroprivreda d.d.

“Daimler AG is committed to support its investments in
Romania on a long-term basis, concerning both production
units as well as developing the team and the communities.
The constant engagement shown by public authorities
towards conducting their business as well as the support

of the community have also contributed greatly to create a
success story of Star Assembly. [...] We are well focused on
our people, as they are the strongest link of the business.
Based on the requirements of each job, our employees
benefit from specific on-site trainings, as well as trainings
provided by our Mercedes-Benz colleagues in Germany.
Thanks to a close partnership with the authorities of Alba
County, since 2013 we are proud partners and supporters of
the German Dual Professional School located in Alba lulia.”

Star Assembly SRL
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According to the World
Bank’s Growing United
report, the share of workers
in EU member states in
Southeast Europe (SEE),
particularly in their lagging
regions, who lack the
skills needed to position
themselves well on the labour
market, is increasing. At the
same time, in some countries
and regions companies
do not enjoy a supportive
innovation environment,
which cuts further into
their  productivity  and
competitiveness.  SeeNews
talks to Arup Banerji,
Regional Director for the
European Union countries
for the World Bank Group,
about the actions that the
countries in SEE should take
to address these disparities.

Arup Baneriji,
Regional Director for
the European Union

countries for the
World Bank Group
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SEE countries must

incentivise companies

to invest in R&D to close

competitiveness gap

by Nevena Krasteva



Q: What particular challenges
within the framework of the
EU convergence strategy are
EU member states in South-
east Europe (SEE) facing and
what steps should they take to
close the inequality gap?

The Convergence Strategy as a whole,
at the level of countries, has worked ex-
tremely well. Countries such as Croatia,
Romania and Bulgaria have actually con-
verged quite rapidly to the EU average
in terms of per capita GDP, for example.
So in that sense the convergence ma-
chine is working and working well.

What we do, though, is to look below
the surface at what is happening, below
the national level, at the regions within a
country - are they also converging equal-
ly? And at individuals within a country
- are they also improving their standards
of living equally? The answer to both
questions is no, unfortunately.

Across the European Union, what has
been happening over the past five to
seven years is that there is a growing
divide among regions and sub-regions
of countries. The capitals — Bucharest,
Sofia, Zagreb, Athens - are doing much
better than the rest of the respective
countries, and the so called lagging re-
gions, which are the poorest parts of
a country, are falling further and fur-
ther behind. A similar thing is happen-
ing to populations. Some of the people
in these countries are among the very
best skilled in the world — think of the
flourishing tech sector here in Bulgar-
ia, or the really equivalently flourish-
ing tech sector in Romania. In Roma-
nia and Bulgaria there is a long history
of students winning math Olympiads.
At the same time the poorest part of
the population - we look at the poor-
est 20% of the population — has seen
their incomes actually stagnate and in
some cases fall over the last decades.
That is the challenge for these coun-
tries.

So where are the potential so-
lutions?

There are no immediate fixes. This is
a trend that has been going on for a
long time but what we find is that it has
been accelerated by the advent of new
disruptive technology. New disruptive
technology is actually making the best

11

in the countries and the best among the
companies able to become much more
productive, be much more competi-
tive. The example that | often give is the
smartphone. The smartphone has made
all of us who use it more productive —
perhaps we look at Facebook too much
though - but at the same time it has
made life easier. We do not have to have
a separate thing for communicating and
for taking photographs and doing math-
ematical calculations or writing emails, it
is all there in one.

At the same time there are whole
groups for which technology - not just
smartphones but industrial technology,
commercial processes, the advent of
communications technology that takes
over the old functions that we used to
do - is wiping out old categories of jobs
and in the future will be even more dis-
ruptive as technology gets better.

The challenge for every one of the coun-
tries in Europe, including SEE, is how to
make sure that the poorest people and
the smallest firms are able to compete
better in the new economy and with
the available technologies. The biggest
challenges are going to be in learning for
the poorest countries and the poorest
populations.

The last PISA scores show that coun-
tries in SEE are really falling behind
on this score. It is not about whether
students are completing their educa-
tion and going to university, it is about
whether they are able to not just read
a paragraph but understand fully what
it means. Are they able to not just do
the calculations but apply that in a com-
plex situation. In Bulgaria, the last PISA
tests found that 42% of the population
are not functionally capable of operat-
ing in mathematics and with difficult
text. That means that four out of ten
Bulgarian fifteen-year olds are actually
not fully equipped to deal with this new
economy.

With firms we find that in Southern Eu-
rope, and including parts of SEE, such as
Greece, they are remaining small rather
than grow and take advantage of techno-
logical innovation and invest in R&D. And
that is partly because of the business en-
vironment that does not allow them or
incentivise them to grow. These are the
challenges that these countries have to
take very, very squarely.

Across the EU
there is a growing
divide among
regions and
sub-regions of
countries.

Innovation and
entrepreneurship is
a series of typically
many failures and
one giant success.
The question

is: Is there an
environment that
allows people to
fail and companies
to fail and then
recover and try
again?

These challenges are not unique for SEE.
The challenges are being faced by every
country in Europe, and frankly, every
country in the world. But for policy mak-
ers the question is whether this is in the
forefront of policy conversations, as it is
for example in countries like China, as it
is in countries of Northern Europe. Es-
tonia in our study comes out as a coun-
try that has really seen these problems
coming and is acting aggressively to em-
power the bottom parts of the popula-
tion and to make technology the centre
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of all the work they do. And the advice
| give to policy makers across Europe is
that other countries have to follow that
example and make this a priority.

Q: Fundamentally, is there a
difference in how these issues
should be tackled on a national
level and on a higher, EU level?

There are different problems that have
different solutions. Firstly, these prob-
lems cannot be solved in Brussels be-
cause education policy or industrial
policy is subordinated to the national
level under the European framework,
so these are governed by national poli-
cies. In some ways the challenges are to
be solved at national levels and different
countries have different ways to do that
because they have different problems.
The particularities of the stories of Ro-
mania are not the same as those of Bul-
garia, or Croatia, or Greece, and that
has to be tackled on the national level.
The broad part is that the problems are
similar, but the solutions may be particu-
lar to the countries themselves.

Q: What concrete advice could
you give to the governments in
SEE to make local companies
more competitive by support-
ing innovations?

Innovation is one of the toughest things.
The least important thing that the aca-
demic literature, which has studied what
makes firms innovative, talks about is
money. Throwing money at innovations
maybe necessary but it is by far not suf-

You need to

have innovative
companies that
have higher
tolerance for risk, a
regulatory structure
that allows them
to take risk and a
financing structure
that shares the

risk with other
1nvestors.
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ficient. When you look at successful in-
novation clusters, there are a few things
that actually matter. What matters
is that there is a supply of people, of
workers, who have the sort of skills that
allow them to be creative and to have
ideas and those ideas are supported by
the overall infrastructure. That is one
of the reasons why innovative clusters
often grow around universities. Good
universities, especially universities with
students specialised in science and tech-
nology and mathematics, are centres of
innovation. Silicon Valley in the U.S. is
centred on Stanford University, there
is a big innovation cluster around Cam-
bridge in England. Similar smaller inno-
vation clusters are there all around Eu-
rope and those are using the particular
skills of talented students. So that is one
of the necessary conditions.

A second condition though, and that is
where Europe as a whole probably does
not do as well as other parts of the
world, is allowing the commercialisation
of discoveries and inventions made in
universities.

Q: Does the problem lie more
in the link between companies
and the academia, or rather in
the governments and the reg-
ulations?

There are regulatory aspects, too. Let
me give you one particular regulatory
challenge that is very, very important
to think through, and many countries
are thinking through. There is one truth
about innovation and that is that you
will fail. Innovation and entrepreneur-
ship is a series of typically many failures
and one giant success. The question
is: Is there an environment that allows
people to fail and companies to fail and
then recover and try again! This is an
appetite for risk question. For example,
one of the main features that help in-
novation in the U.S. is a bankruptcy law
called Chapter Il that allows companies
to actually fail but not lose their entire
assets, so it is more friendly to the debt-
or rather than the creditor.

Q: A sort of a safety net?

Yes, exactly. And a second factor which
is important for innovators is whether
you are actually funding the innovations
through debt capital, i.e. borrowing
from banks, or venture capital, which

When you look
at successful
innovation
clusters, what
matters 1s that
there 1s a supply of
people who have
the sort of skills
that allow them
to be creative
and their ideas
are supported
by the overall
infrastructure.

is having other people who are richer
share the risk.

These are actually factors that many
countries are looking at and under-
standing that you need to have innova-
tive companies that have a higher toler-
ance for risk, a regulatory structure that
allows them to take risk and also have a
funding structure, a financing structure
that shares the risk with other inves-
tors, rather than just with banks. In-
novation is a complex situation, where
there are actually regulatory factors, as
well as some traditional factors like the
link between university professors and
new start-up companies that are impor-
tant.

Q: What would you like to say
in conclusion?

The last thing that | want to talk about is
that there are large parts of society and
large parts of countries that are really
being left out of this prosperous future
that we have because of technology.
Our report is a call for governments to
spend their energy and attention not to
just look at the average, or at the rich-
est parts of society but look after the
least fortunate, whether it be people or
firms.
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HIP Petrohemija

outshines Hidroelectrica

in profitability chart

by Mario Tanev

Two new entrants in this
edition of SEE TOP 100
lead the rankings of the
most  profitable com-
panies and the biggest
money losers in 2017, a
year marked by the fi-
nancial woes of ailing Croatian concern
Agrokor.

State-owned entities occupy the top
three spots in the most profitable com-
pany ranking, which is heavily dominated
by Romania and Serbia, posting five and
four members, respectively.

Serbian state-run petrochemicals produc-
er HIP Petrohemija outpaced money mak-
ers with a return on revenue of 53.83% in
2017, on the back of a massive debt-to-
equity swap, which resulted in a nearly
fivefold increase in its registered capital.

HIP Petrohemija took the 77th place
in the overall TOP 100 ranking after
it more than doubled its revenue to
636.3 million euro in 2017, turning to a
net profit of 342.5 million euro from a
net loss of 42.7 million euro in 2016. It
outmatched the previous edition’s top
money maker — Romania’s Hidroelectri-
ca, despite the hydro power producer’s
improved profitability.

For its part, Hidroelectrica showed re-
markable cost-efficiency, boosting its
net profit by 8% despite a 2% drop in
revenue. Hidroelectrica posted a re-
turn on revenue of 40.93% in 2017, up
from 36.15% the year before, following a
large-scale restructuring process.

Romanian natural gas producer Romgaz
rounded up the top three, after boost-
ing its net profit by 76% on the back of
a 25% rise in revenue. The achieved
revenue return of 37.06% would have
been enough to give Romgaz the first
place among the money makers in 2016,
which serves to emphasize the overall

MOST PROFITABLE COMPANIES
No le :OTN%P Company name Country Industry . Retumzt:)n” C Returnzc.:,nl 6
| 77 Hip - Petrohemija AD Serbia Chemicals 53.83% -14.26%
2 64 Hidroelectrica SA Romania Electricity 40.93% 36.15%
3 34 Romgaz SA Romania Petroleum/Natural Gas 37.06% 25.63%
4 & Continental Automotive Products SRL Romania ~ hubberubber 2179% 2528%
5 59 JP Srbijagas Serbia Petroleum/Natural Gas 18.64% 287%
6 92 HEP-Operator Distribucijskog Sustava d.o.o.  Croatia Electricity 15.71% 10.08%
7 57 Telekom Srbija AD Serbia Telecommunications 1551% 16.19%
8 3 OMV Petrom SA Romania Petroleum/Natural Gas 14.59% 6.45%
9 86 Tigar Tyres DOO Serbia Rubber Products 14.28% 14.59%
10 2 Dedeman SRL Romania Wholesale/Retail 13.79% 13.40%
MONEY LOSERS in millions of euro
No SIE;;I;:: Company name Country Industry N:: :t;ss et pzr:Ifiotlloss
| 26 Konzum d.d. Croatia Wholesale/Retail 5252 -246.0
2 27 Poslovni Sistem Mercator d.d. Slovenia Wholesale/Retail -203.7 =774
3 58 Mercator-S DOO Serbia Wholesale/Retail -580 -146
4 39 ArcelorMittal Galati SA Romania Metals -329 -59.8
5 62 Dante International SA Romania Wholesale/Retail -239 -188
6 96 Express Logistic and Distribution EOOD Bulgaria Wholesale/Retail 52 1.9
7 23 Lukoil-Bulgaria EOOD Bulgaria Petroleum/Natural Gas -3 -20

increased profitability of SEE TOP 100
ranking members in 2017. At the other
end of the scale, units of troubled Croa-
tian giant Agrokor took the first three
places in the money losers ranking.

The wholesale/retail sector dominates
the 2017 edition of the money losers
ranking, with five members. Interest-
ingly enough, there were only seven SEE
TOP 100 companies, which recorded a
net loss in 2017.

Croatian retailer Konzum posted the
highest net loss among all, of 525.2 mil-
lion euro, or nearly twice as much as in
2016. The retailer, which made its de-
but in this edition of the SEE TOP 100,
closed dozens of stores in 2017, saying
they were unprofitable for a long time
and likely to continue being so.

Slovenia’s Poslovni Sistem Mercator and
Serbia’s Mercator-S ranked second and
third, respectively.

Poslovni Sistem Mercator expanded its
net loss to 203.7 million euro in 2017

from 77.4 million euro the year before,
while Mercator-S quadrupled its losses
to 58 million euro. However, it must be
noted, a significant part of the two com-
panies’ net loss in 2017 came from re-
valuation of property, rather than from
regular operations.

Fourth-ranked ArcelorMittal Galati was
the only member of the money losers
ranking which improved its financial per-
formance.

METHODOLOGY

Most profitable companies is a ranking
of the top 10 companies with the highest
return on revenue in SEE TOP 100.
Return on revenue is calculated as net
profit divided by total revenue, both in
euro terms. Money losers is a ranking of 10
companies with the most significant losses
in SEE TOP 100. To allow comparison,
all local currencies have been converted
into euro, using the central banks’ official
exchange rates on the last working day of
2017 and 2016, respectively.
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in millions of euro

2017 2016 Bank Name Country Totza:)ails;ets Y{I]Y;P;Zr;ge N ;Bc;t;tlloss T:sts l;rg Iﬁ ;J
| | Banca Comerciala Romana SA Romania 14 536 5.72% 1224 195.1
2 2 Zagrebacka Banka d.d. Croatia 13 600 -2.80% [11.7 226.1
3 3 Banca Transilvania SA Romania 12727 14.55% 2545 2705
é 4 BRD — Groupe Societe Generale SA Romania |1 479 5.59% 2962 1604
5 5 Privredna Banka Zagreb d.d. Croatia 10048 4.78% 192.1 2124
6 6 UniCredit Bulbank AD Bulgaria 9764 2.52% 1522 149.0
7 7 Nova Ljubljanska Banka d.d. Slovenia 8713 -0.74% 189.1 638
8 10 UniCredit Bank SA Romania 8056 14.84% 69.8 587
9 9 Raiffeisen Bank SA Romania 7744 797% 105.4 99.5
10 8 Erste&Steiermarkische Bank d.d. Croatia 7614 1.94% 864 829
I 12 ING Bank N.V. Amsterdam Branch Bucharest* Romania 7223 20.77% 104.7 96.5
12 I CEC Bank SA* Romania 6801 12.40% 368 21
13 13 DSK Bank EAD Bulgaria 6210 431% 1339 1443
14 14 Nova KBM dd. Slovenia 4914 1.70% 458 330
15 16 Banca Intesa AD Serbia 4782 2.44% 100.3 80.6
16 15 First Investment Bank AD Bulgaria 4419 -237% 437 46.1
17 17 Raiffeisenbank Austria d.d Croatia 4176 -0.12% 527 609
18 21 Eurobank Bulgaria AD Bulgaria 3794 8.84% 69.7 6.1
19 20 United Bulgarian Bank AD Bulgaria 3762 7.71% -26.1 569
20 18 Abanka d.d. Slovenia 3656 121% 426 767
21 24 Raiffeisenbank (Bulgaria) EAD Bulgaria 3578 10.67% 688 678
22 19 Splitska Banka d.d. Croatia 3577 -0.59% 113 483
23 23 Alpha Bank Romania SA Romania 3356 6.13% 46.1 252
24 25 Societe Generale Expressbank AD Bulgaria 329 8.58% 546 462
25 22 Komercijalna Banka AD Serbia 3126 -1.71% 68.7 -65.5
26 29 Unicredit Bank Srbija AD Serbia 3071 9.19% 562 50.6
27 26 Banka Kombetare Tregtare Sh.a. (National Commercial Bank) Albania 3058 5.08% 492 554
28 27 SKB Banka d.d. Slovenia 291 6.72% 40.6 614
29 28 Addiko Bank dd. Croatia 2812 0.70% 306 78
30 34 Central Cooperative Bank AD Bulgaria 2767 8.89% 188 13.6
31 30 UniCredit Banka Slovenija d.d. Slovenia 2706 5.24% 383 139
32 35 UniCredit Bank d.d. Mostar Bosnia and Herzegovina 2676 11.01% 458 417
33 32 Hrvatska Postanska Banka d.d. Croatia 2632 2.55% I 239
34 37 QTP Banka Hrvatska d.d. Croatia 2608 24.45% 6.9 163
35 33 SID — Slovenska |zvozna in Razvojna Banka d.d. Slovenia 2452 -381% 139 214
36 42 Societe Generale Bank Srbija AD Serbia 2438 22.14% 51.1 299
37 36 Banka Intesa Sanpaolo d.d. Slovenia 2398 3.12% 42 202
38 31 Bancpost SA* Romania 2344 -6.29% 142 5.7
39 38 Raiffeisen Banka AD Serbia 2240 4.17% 56.1 439
40 41 Garanti Bank SA Romania 2143 11.45% 278 -85
41 39 Raiffeisen Bank d.d. Sarajevo Bosnia and Herzegovina 2124 591% 37.1 269
42 44 OTP Bank Romania SA Romania 1 963 11.40% 18.1 18.6
43 40 Raiffeisen Bank Sh.a. Albania | 880 -742% 335 -329
47k 47 Gorenjska Banka d.d. Slovenia | 872 23.75% 65 63
45 46 CIBANK EAD Bulgaria | 851 16.68% 16.1 168
46 49 AIK Banka AD Serbia | 772 13.95% 1023 35.2
47 43 Sberbank Banka d.d. Slovenia | 741 -5.70% 30 Il
48 45 Komercijalna Banka AD Macedonia 1715 4.54% 199 12,6
49 50 Piraeus Bank Bulgaria AD Bulgaria | 541 428% 39 -335
50 53 Addiko Bank d.d. Slovenia | 538 8.78% 189 129

(*) Net assets



in millions of euro

2017 2016 Bank Name Country Totza:)ails;ets Y{I]Y;P;Zr;ge N ;Bc;t;tlloss T:sts l;rg Iﬁ ;J
51 48 Citibank Europe Plc Dublin - Romania Branch* Romania | 442 -1.44% 355 505
52 52 Stopanska Banka AD - Skopje Macedonia | 404 0.23% 332 364
53 51 Piraeus Bank Romania SA Romania | 382 -1.89% 23 -69
54 6l Erste Bank AD Serbia 1371 13.30% 223 168
55 56 Credins Bank Sha. Albania I 351 7.60% 82 25
56 54 Banca Romaneasca SA Romania | 342 -1.90% 42 53
57 58 Eurobank AD Serbia | 341 5.17% 185 167
58 55 Allianz Bank Bulgaria AD Bulgaria | 309 4.04% 142 155
59 67 Bulgarian Development Bank AD Bulgaria | 264 29.30% 103 219
60 60 NLB Banka AD Skopje Macedonia | 238 5.90% 364 259
6l 59 Banka Sparkasse d.d Slovenia | 214 4.08% 9.2 9.3
62 71 Banca de Export-Import a Romaniei — Eximbank SA Romania I 192 30.03% 32 12
63 63 Banka Postanska Stedionica AD Serbia | 189 5.55% 328 514
64 57 Sberbank d.d. Croatia I 184 -399% -18.1 57
65 62 Intesa Sanpaolo Bank Albania Sha. Albania I 160 3.16% 125 169
66 64 Nova Banka a.d. Banja Luka Bosnia and Herzegovina | 108 7.29% 50 6.7
67 69 Moldova Agroindbank SA Moldova 1 088 1244% 23 195
68 65 Vojvodjanska Banka AD Serbia | 039 -2.52% -17.8 24
69 70 Credit Europe Bank (Romania) SA* Romania | 005 9.14% 86 68
70 68 ProCredit Bank Bulgaria AD Bulgaria | 004 6.13% 164 19.2
71 66 Investbank AD Bulgaria 999.1 1.98% -149 0531
72 78 Libra Internet Bank SA Romania 9887 35.81% 128 72
73 75 Sberbank Srbija AD Serbia 982.4 7.28% 68 35
74 74 Intesa Sanpaolo Romania SA Romania 960.3 9.44% 60 33
75 72 Intesa Sanpaolo Banka d.d. Bosnia and Herzegovina 954.6 4.74% 127 139
76 76 Dezelna Banka Slovenije d.d. Slovenia 931.0 10.07% 38 25
77 New Intesa Sanpaolo S.p.A.Torino Bucharest Branch* Romania 8700 -1.39% -6.1 -68.4
78 79 ProCredit Bank AD Serbia 8185 823% 10.1 130
79 77 Addiko Bank AD Beograd Serbia 796.8 -3.33% 103 -104
80 96 Patria Bank SA Romania 7823 0.73% 9.1 -84
8l 83 Municipal Bank AD Bulgaria 7707 14.15% 0016 12
82 80 UniCredit Banka a.d. Banja Luka Bosnia and Herzegovina 757.1 5.76% 132 114
83 8l Moldindconbank SA Moldova 7424 5.45% 178 7.7
84 86 Credit Agricole Banka Srbija AD Serbia 7360 12.13% 29 1.6
85 90 Victoriabank SA Moldova 7100 14.89% 138 106
86 84 International Asset Bank AD Bulgaria 701.5 5.35% 3. 53
87 87 Sparkasse Bank d.d. Sarajevo Bosnia and Herzegovina 689.1 13.68% 10.1 9.6
88 95 Halk Banka AD Skopje Macedonia 686.2 1791% 88 7.7
89 93 Sberbank BH d.d. Bosnia and Herzegovina 683.8 15.13% 29 42
90 85 NLB Banka a.d. Banja Luka Bosnia and Herzegovina 6712 5.57% 231 147
91 97 Bulgarian-American Credit Bank AD Bulgaria 634.1 15.58% 40 30
92 82 BCR Banca Pentru Locuinte SA* Romania 627.0 -6.05% 42 -20
93 88 Crnogorska Komercijalna Banka AD. Montenegro 621.1 2.50% 42 60
94 New  OTP Banka Srbija AD Serbia 6202 5307% -39 1.7
95 92 Banka Societe Generale Albania Sh.a. Albania 6124 0.24% 30 22
96 91 Tirana Bank Sh.a. Albania 585.1 -4.40% 0521 -38
97 98 Alpha Bank Albania Sha. Albania 5772 397% -6.2 -103
98 94 Ohridska Banka AD Macedonia 5726 -1.71% 57 7.1
99 99 NLB Banka d.d. Sarajevo Bosnia and Herzegovina 5314 6.59% 78 54
100 New  ZiraatBank BH d.d. Bosnia and Herzegovina 519.8 19.97% 1.3 0.100
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SEE banking sector keeps

growing, Romania’s BCR

cements leadership

by Radomir Ralev

As the broad restructur-

ing of the banking sector

in Southeastern Europe

(SEE) nears completion,

local lenders continue to
enjoy rising profitability, robust lending
growth and a decline in non-performing
loan (NPL) ratios. The SEE banking sec-
tor remains attractive to foreign lend-
ers amid an overall improvement of the
macroeconomic situation, supported by
low interest rates and optimism among
businesses.

The exit of Greek-owned banks from
some SEE countries was handled in an
orderly manner in both 2017 and 2018,
without causing shocks. As a result, the
exposure of Greek banks to the SEE
countries was significantly diminished,
leading to strengthening of the lenders’
capital and liquidity. Despite the owner-
ship changes, however, the presence of
foreign banks in SEE remained substan-
tial.

Bad loans declined in all SEE countries in
2017, with Romania and Slovenia posting
the lowest NPL ratios as of the end of
December - of 6.4% and 6%, respective-
ly. Romania dominated the NPL market
in SEE with estimated sales of 6.4 billion
euro in 2015-2017, according to data by
global consultancy Deloitte. A substan-
tial reduction of NPL ratios was also re-
corded in Albania, where it was cut by
5.1 percentage points in 2017 to 13.2%,
and in Serbia, where it was reduced by
about 6 percentage points to 11.1% at
the end of November. In Bulgaria, the
NPL ratio remains relatively high, 10.2%
at the end of 2017, but the solid capital
ratios mitigate the systemic risk.

The combined net profit of the Top 100
SEE banks rose to 3.524 billion euro in
2017 from 3.03 billion euro in the previ-

ous year, reaching its highest value since
2008. Only ten out of the 100 biggest
lenders in terms of assets in SEE posted
a loss in 2017, versus 12 in 2016.

The combined profit of the Romanian
banks that entered the top 100 ranking
rose to 1.15 billion euro in 2017 from 912
million euro. Remarkably, the Serbian
banks tripled their total profit in 2017 to
516.6 million euro.

The total assets of SEE’s 100 biggest
banks went up 5.5% in 2017 to 275 bil-
lion euro, with 80 lenders reporting
growth. The top three banks, account-
ing for 15% of the total assets, remained
the same as in 2016, as Croatia’s Zagre-
backa Banka managed to keep its second
position, although its assets declined by
2.8%. Banca Transilvania saw its assets
increase by 14.55% in 2017 and reduced
the distance to Zagrebacka Banka. The
leader, Banca Comerciala Romana, post-
ed an asset growth of 5.7%.

OTP Banka Srbija registered the sharp-
est improvement in assets among the
100 largest banks in SEE, as the purchase
from National Bank of Greece of a 100%
shareholding in Serbia's Vojvodjanska
Banka and NBG Leasing increased its as-
sets by 53.1% to 620 million euro. It was

also among the three new entrants in
this year’s SEE Top 100 ranking edition,
together with the Bucharest branch of
Intesa Sanpaolo and ZiraatBank BH.

Romania’s Libra Internet Bank, owned
by closed-end American investment
fund New Century Holdings, also had a
remarkable asset growth - of 35.8%.

Among the new entrants, the Bucharest
branch of Intesa Sanpaolo joined the
ranking at the highest position, 77th, as
it completed the transfer of certain as-
sets and liabilities from the former Ro-
manian branch of bankrupt Italian bank
Veneto Banca, including its [9-agencies
network.

Foreign ownership remains predomi-
nant in the banking market in SEE,
with Italy’s UniCredit units in Croatia,
Bulgaria and Romania holding nearly
one-third of the assets of the top 10
lenders. France’s Societe Generale and
Austria’s Erste Group had two repre-
sentatives in the top 10 banks in SEE
each. The units of Societe Generale in
Croatia and Romania controlled about
25% of the assets of the top 10 banks in
SEE, while Erste Group is the owner of
the leader in the ranking, Banca Com-
erciala Romana.

METHODOLOGY

foreign banks.

SEE TOP 100 banks is a ranking of the largest banks in Southeast Europe in terms of total
assets from non-consolidated balance sheets as of December 31, 2017. To allow comparison,
all local currencies have been converted into euro, using the central banks’ official exchange
rates on the last working day of 2017 and 2016, respectively. Local currency figures have
been used when calculating year-on-year changes.All data is sourced from central banks,
national commercial registers, financial supervision commissions, bank associations,
government and corporate websites, and companies themselves.The initial pool of companies
exceeds 250 banks registered in the region including branches and representative offices of




17

We asked the leading banks in the region what are
their expectations regarding lending growth on
the local markets,and if they see room for further
consolidation. Following are their answers:

Basically, we expect a decent pick-up of lending activity on nearly all
SEE markets — with the possible exception of Croatia. The lending
pick-up shall be supported by the balance sheet clean-up seen in
nearly all SEE banking sectors in terms of non-performing loans
(NPLs), with Romania being in the lead. Also, statistically the NPL
clean-up means that net new lending dynamics are increasingly
shaping the nominal loan growth rates. On average we would

expect loan growth rates in the range of 6-7% yoy in the coming [-2
years. Among the SEE markets Romania and Serbia shall exhibit

the strongest loan growth dynamics at around 8-9% yoy. Overall
healthy loan-to-deposit ratios shall support the expected decent loan
growth trajectory in the SEE markets. Moreover, we see that the SEE
markets also gained in appeal for foreign-owned lenders. Overall the
core profitability in most SEE banking markets is somewhat more
favourable than in a lot of Central European (CE)banking markets,
where interest rates are still at more depressed levels than in the SEE
region. We would expect a pick-up in corporate lending in particular,
as retail lending has developed more strongly in the SEE region
anyways in recent years. Nevertheless, the lenders will remain focused
on retail lending as we see more juicy margins there.

* %k %k

Room for consolidation remains given that the overall bank size
in nominal terms is still moderate in the SEE region, while in some
countries still too many banks are operating with smallish market
shares. Moreover, the small nominal size of the banking markets
implies that an acquisition could be also feasible for Western banks
that were still more cautious with regards to their M&A activity
in recent years. On an interesting note we see OTP having a clear
determination to become a leader in the SEE banking markets.
Compared to Western Europe or the CE markets we still not see
too much challengers from the international Fintech scene in the
SEE markets as their focus remains on Western Europe and more
mature CE banking markets up to now. However, this may change
over the next 2-3 years as we also have a vibrant Fintech scene in
some regional markets like Romania, Bulgaria, Serbia etc.

Gunter Deuber, Head of Economics/
Fixed Income/FX Research Raiffeisen Bank International

We expect bank lending in Romania to perform well and reach a
post crisis peak in 2018. [...] We expect household loans growth
rate to lose some steam by year-end, as the National Bank of
Romania has expressed concerns regarding high levels of debt-
service-to-income for new loans and may look to curb household
loan production by implementing a DTI cap. However, the impact
of such a macro-prudential measure should be limited for 2018
loan growth. In terms of loans to companies, we expect a slight
acceleration in dynamics in the second half of 2018 (vs. +2.1% yly
growth for the loan stock in May 2018), supported by a pick-up in
economic activity and limited NPL write-off activity in the market
(write-offs weighed down on loan stock growth in the past years as
the NPL clean-up process intensified).

* % %k

As of 2017, there were 35 credit institutions in Romania (vs. 37 in
2016). The top 10 banks had a market share by assets of 83%, while
the bottom 10%'s market share totaled 1.6%. We consider that the
consolidation process will continue in the Romanian banking market
in the following years. An acquisition deal was struck between two
top 10 banks in 2017 (and will be finalized in 2018), while another
bank's sale did not get the final approval from the regulator and

will probably be up for sale once more. Also, ongoing trends such as
bank digitalization and a reduction in the number of bank branches,
as well as an expected intensifying of competition for customers
(especially on the corporate segment) should create additional cost
and profitability pressures for smaller players, which could make
more room for sector consolidation in the future.

Vlad Chezan, analyst, BCR Research

We believe that lending in SEE markets (Bulgaria, Bosnia-
Herzegovina, Croatia, Romania and Serbia) is set to remain
sustained despite the fact that economic activity in SEE is expected
to gradually see a cyclical slowdown. The level of growth in loans
is yet to approach the growth rate of deposits in 2018, providing
some optimism for shifting the economic attitude from savings to
investments. Corporate lending growth remains subdued especially
in Serbia and Croatia, while we see increased interest in retail
banking: on average we see retail lending (consumer lending and
mortgage lending) grow more than corporate lending, especially
in Croatia, Bulgaria, Romania and Serbia. The overall lending
volumes are affected by the relevant NPL sales that took place in
the last few years. The main international banks (UniCredit, Erste,
Raiffesen, OTP, Intesa SanPaolo) present in the SEE markets sold
NPL volumes of around 1.1 billion euro in Romania in 2016, while
Croatia was a leader in 2017 in SEE with 0.9 billion euro of NPL
sales. Going forward, we expect NPL sales to be significantly lower
than in 2015-17 but still remain relevant. [...] At the end of 2018
the loans/deposit ratio is expected to stay at below 100% for all
markets (they were all higher than 100% in 2012).

* ok %
In general looking at the sector, we see more possibilities for
acquisitions of client portfolios rather than for fully fledged M&A
activities involving the top banks. During the last years, and also
very recently, we have seen relevant M&A activity, only partly
originated by the orderly exit of Greek banks from some SEE
markets. The above mentioned opportunities in terms of banking
business, together with the good health of SEE economies and their
long term potential, are definitely creating additional occasions for
some players to expand their presence in SEE markets.

UniCredit

Our group-wide guidance foresees a loan portfolio growth rate of
12-15% this year, a forecast which we see confirmed, especially

in light of the strong group-wide loan portfolio growth of 8.9%
recorded for HI 2018. In this context, it is vital to stress that we

are not after "growth at any cost", but instead aim to achieve
economic growth underpinned by social, environmental and ethical
considerations. Our prudent risk management ensures that we

also grow healthily, demonstrating remarkable portfolio quality
throughout the group. [...] Moreover, given the favourable overall
macroeconomic development in SEE, we have solid reason to expect
the positive growth trend to continue in line with our group-wide
guidance for our banks in this region in 2018 - especially with a view
towards our key customer target group of SMEs. This client group
in particular tends to profit from a positive economic climate and
appreciates responsible access to finance to fund their investments.

* %k 3k

The countries in SEE in which we operate do not represent one
homogenous region in terms of banking facilities. However, as a
general rule it is safe to say that there is always room for players
whose aim it is to provide responsible, transparent financing facilities
to the Mittelstand, which we consider to be the backbone of any well-
functioning and sound economy as well as society at large. [...] On
balance, we see a consolidation as the more likely scenario.

Borislav Kostadinov, member of the Management Team of
ProCredit Holding AG & Co. KGaA
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Moldova Agroindbank plans

entry on foreign markets,

seeks strategic investor

Serghei Cebotari,
Chairman of the

Management Board,
Moldova Agroindbank

1 bln euro

MAIB's assets at end-2017

Moldova  Agroind-
bank, also known as
MAIB, is the lead-
ing systemic bank in
Moldova, an Eastern
European  country
sandwiched between
Romania and Ukraine. The bank holds
a market share of over 30% and main-
tains a nationwide network of almost 70
branches and over 100 agencies.
The deep financial crisis that the country
faced over the past years helped MAIB
emerge as a stronger institution, step
up its market positions, and carry out
a deep internal reorganisation process.

Throughout this period, MAIB opti-
mised its regulations, put in practice all
legal amendments and worked closely
with clients to help them adjust to the
new conditions of the banking market.
It improved the quality of its loan port-
folio, and ensured a continued growth of
its assets, which topped | billion euro by
the end of 2017.

The bank was the first in the country to
provide Internet Banking service to its
customers. It is also the exclusive issuer
in Moldova of AMEX cards, in addition
to Visa and MasterCard, and is known
for having one of the safest AML multi-
level IT solutions. Laying the emphasis
on innovation, MAIB is keeping pace
with developments in the fintech indus-
try.

As Moldova’s central bank conducted a
systemic reform, the bank has been con-
stantly improving its corporate govern-
ance principles in line with legal changes
and best international practices in or-
der to ensure responsible, efficient and
transparent activities in the best inter-
ests of its stakeholders.

Being highly aware that a partnership
between business and society is the key

to sustainable development, Moldova
Agroindbank is committed to a num-
ber of large-scale social responsibility
projects, which it has been backing for
years, thus contributing to the develop-
ment of Moldova’s education, culture
and healthcare.

Currently, MAIB is expecting a fit and
proper investor for over 41% of its
shares. This development, which is ex-
pected to take place soon, will put an
end to shareholding transparency issues
and will help MAIB finally regain access
to foreign financing. The main task of the
management team, however, will remain
the same: to ensure the good manage-
ment and sustainable development of
MAIB.

The long-term strategy of the bank is
expected to open up new development
prospects and strengthen the potential
of the bank. It is no longer a secret that
the bank has been planning, and is work-
ing to enter, other markets to ensure
its further growth. “We would like to
test our capabilities on other markets,
given that the Moldovan market is very
small and its development potential is
limited. Therefore, the development
strategy of our bank provides a solu-
tion to a specific issue: entering other
foreign markets,” MAIB CEO Serghei
Cebotari says.

In line with its strategy, MAIB has an-
nounced plans to turn into a regional
financial group.

Cebotari is hopeful that the new share-
holders will share the same views on the
bank’s development strategy and will
back its expansion plans. Moreover, he
is hopeful that a change in the ownership
structure will make it possible for the
bank to get listed on European stock ex-
changes, noting that the bank's strongest
point is its quality in all aspects.
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in millions of euro

Gross YIY
2017 2016 Company Name Country PY:EZI:n GC‘;]\E/l;g;Oiln7 INE: gr(')olt;dloss T:stsPZr((J) Iﬁgj

2017 (%)
| | Zavarovalnica Triglav d.d. Slovenia 6219 4.86% 625 753
2 2 Zavarovalnica Sava d.d. Slovenia 3638 545% 25.1 234
3 3 Croatia Osiguranje d.d. Croatia 3280 8.34% 20.1 68
4 4 Adriatic Slovenica d.d. Slovenia 3038 1.66% 114 1.9
5 5 Vzajemna Zdravstvena Zavarovalnica dv.z. Slovenia 2845 321% -0.749 I.6
6 12 City Insurance SA Romania 2694 59.00% 52 -88
7 6 Allianz - Tiriac Asigurari SA Romania 2612 -0.73% 327 19.8
8 10 Euroins Romania Asigurare Reasigurare SA Romania 2333 24.89% 215 64
9 8 Omniasig Vienna Insurance Group SA Romania 2272 -2.24% 74 85
10 Il Dunav Osiguranje AD Serbia 2110 8.88% 9.7 73
Il 9 Groupama Asigurari SA Romania 198.1 -091% 77 7.1
12 7 Asirom Vienna Insurance Group SA Romania 1949 -17.21% 18 73
13 13 Generali Osiguranje Srbija AD Serbia 1674 -027% 245 219
14 14 Allianz Zagreb d.d. Croatia 1530 3.04% 150 104
15 15 NN Asigurari de Viata SA Romania 148.4 8.68% 6.3 74
16 |7 Triglav Zdravstvena Zavarovalnica d.d. Slovenia 1299 13.18% 1.3 12
17 18 Euroherc Osiguranje d.d. Croatia 121.8 8.62% 124 14.1
18 22 Bulstrad Vienna Insurance Group AD Bulgaria 105.3 797% 3.1 32
19 20 Lev Ins AD Bulgaria 104.7 471% 0.185 0223
20 16 Generali Romania SA Romania 103.3 -25.10% 12.1 149
21 23 Armeec AD Bulgaria 99.6 6.82% 38 43
22 24 Generali Zavarovalnica d.d. Slovenia 99.2 7.55% 27 40
23 25 DZI - General Insurance EAD Bulgaria 96.7 9.75% 33 44
24 26 DDOR Novi Sad AD Serbia 927 599% 4.1 27
25 29 Wiener Stadtische Osiguranje AD Serbia 923 14.61% 3.1 22
26 27 Allianz Bulgaria AD Bulgaria 879 541% 42 42
27 19 UNIQA Asigurari SA Romania 833 -18.58% 0318 -2
28 28 Wiener Osiguranje Vienna Insurance Group d.d. Croatia 79.1 0.40% 37 35
29 31 Jadransko Osiguranje d.d. Croatia 789 8.25% 57 6.8
30 33 Generali Insurance AD Bulgaria 77.1 8.18% 35 0619
31 38 BCR Asigurari de Viata Vienna Insurance Group SA Romania 758 41.76% 25 46
32 34 Generali Osiguranje dd Croatia 752 13.23% 1.8 1.4
33 30 UNIQA Osiguranje dd. Croatia 747 -241% 35 34
34 37 Euroins AD Bulgaria 736 22.89% 0.062 0473
35 35 NLB Vita dd. Slovenia 708 10.95% 69 74
36 32 Bul Ins AD Bulgaria 639 -11.55% 0018 0.034
37 39 Grawe Hrvatska d.d. Croatia 549 7.64% 69 60
38 40 Triglav Osiguranje d.d. Croatia 534 8.73% 0.107 0.028
39 44 OZK - Insurance AD Bulgaria 531 33.11% 0.305 12
40 41 Merkur Zavarovalnica d.d. Slovenia 462 -146% 28 26
41 49 Triglav Osiguranje AD Serbia 449 25.52% 0544 0470
42 43 Agram Life Osiguranje d.d. Croatia 439 7.76% 0.664 35
43 46 Bulstrad Life Vienna Insurance Group AD Bulgaria 435 17.60% Il 12
44 42 Grawe Zavarovalnica d.d. Slovenia 425 2.35% 1.6 13
45 51 UNIQA Life Insurance AD Bulgaria 379 20.38% 0433 0334
46 47 Merkur Osiguranje dd Croatia 373 347% 37 3.
47 New ERGO Asigurari de Viata SA Romania 328 66.63% 0812 -0.323
48 55 Grawe Osiguranje AD Serbia 325 592% 40 54
49 50 Pool-ul de Asigurare Impotriva Dezastrelor Naturale SA Romania 320 1.56% 85 79
50 48 Dall Bogg Zhivot i Zdrave EAD Bulgaria 316 -9.86% 0.061 -0.406



in millions of euro

Gross YIY
2017 2016 Company Name Country p\:*::\:tizl:n GC‘;]\?;g;Oiln7 INE: gr(')olt;dloss T:stsPZr((J) Iﬁ(:j

2017 (%)
51 56 UNIQA Nezivotno Osiguranje AD Serbia 313 3.60% Il 0539
52 54 Sigal UNIQA Group Austria Sha. Albania 30.1 -0.59% 19 27
53 52 Lovcen Osiguranje AD Montenegro 299 -0.02% 0.124 0.108
54 57 UNIQA AD Bulgaria 299 4.35% -12 -13
55 53 UNIQA Osiguranje d.d. Sarajevo Bosnia and Herzegovina 296 -0.84% 0851 10
56 58 Wiener Stadtische Versicherung AG - Branch Ljubljana Slovenia 295 391% 38 52
57 78 Modra Zavarovalnica d.d. Slovenia 292 76.65% 78 6.6
58 59 Sarajevo Osiguranje d.d. Bosnia and Herzegovina 287 1.76% 0.132 0.028
59 6l Euroherc Osiguranje d.d. Bosnia and Herzegovina 287 4.59% 35 3.1
60 65 BRD Asigurari de Viata SA Romania 285 12.06% 4.1 35
6l 75 Olympic Insurance Company - Bulgaria Branch Office Bulgaria 275 36.23% -234 -
62 60 Allianz Bulgaria Life AD Bulgaria 272 -3.66% 34 32
63 62 Hrvatska Osiguravajuca Kuca d.d. Croatia 267 7.50% Il 1.5
64 68 Milenijum Osiguranje AD Serbia 26.1 10.88% 33 -0.522
65 67 Adriatic Osiguranje d.d. (formerly Bosna-Sunce Osiguranje d.d.) Bosnia and Herzegovina 256 257% 23 12
66 72 Gothaer Asigurari Reasigurari SA Romania 256 21.67% 46 -73
67 8l Sigma Interalbanian Vienna Insurance Group Shaa. Albania 254 -0.98% 0.637 0.127
68 66 AMS Osiguranje AD Serbia 249 3.82% 2.1 0710
69 63 Croatia Osiguranje d.d. Bosnia and Herzegovina 246 2.70% 0818 12
70 64 Erste Osiguranje Vienna Insurance Group d.d. Croatia 243 4.17% 2.1 1.7
71 70 Energia AD Bulgaria 234 4.00% 78 89
72 69 UBB-Life Insurance EAD (formerly UBB-Metlife Life Insurance Company AD) Bulgaria 24 -081% 2.1 32
73 77 Grawe Osiguranje d.d. Sarajevo Bosnia and Herzegovina 219 32.19% 0.667 0961
74 95 Eurolife ERB Asigurari de Viata SA Romania 218 71.51% 0570 0438
75 73 Triglav Osiguranje d.d. Sarajevo Bosnia and Herzegovina 217 6.77% 0919 0591
76 89 DZI - Life Insurance AD Bulgaria 217 61.34% 37 6.1
77 71 Triglav Insurance AD Macedonia 213 -1.17% 14 0.887
78 79 Wiener Osiguranje Vienna Insurance Group a.d. Banja Luka Bosnia and Herzegovina 179 11.78% -2 -29
79 76 Eurosig Sha. Albania 17.1 1.02% N/A 0499
80 85 Sava Nezivotno Osiguranje AD Serbia 170 ['1.15% 0448 -0014
8l 86 GRAWE Bulgaria Life Insurance EAD Bulgaria 160 9.07% 1.8 Il
82 91 Signal Iduna Asigurari de Viata SA Romania 159 23.34% -0.898 -14
83 84 Merkur BH Osiguranje d.d. Bosnia and Herzegovina 15.6 557% 10 Il
84 87 SID — Prva Kreditna Zavarovalnica d.d. Slovenia 15.1 4.34% 12 1.7
85 83 UNIQA Zivotno Osiguranje AD Serbia 149 -3.65% 0491 0778
86 88 Eurolink Osiguruvanje AD Macedonia 147 696% 0.5 0.774
87 94 Albsig sha. Albania 147 12.55% 0.642 0.688
88 98 Societe Generale Osiguranje AD Serbia 143 12.26% 0505 0519
89 90 Certasig - Societate de Asigurare si Reasigurare SA Romania 140 7.63% -19 0434
90 97 Prva Osebna Zavarovalnica d.d. Slovenia 137 10.66% 3.1 33
91 82 Makedonija Skopje - Vienna Insurance Group AD Macedonia 13.6 -10.68% 1.6 22
92 74 ERGO Asigurari SA Romania 135 28.48% 0010 -0.454
93 New ERGO Versicherung AG - Branch Slovenia Slovenia 132 20.14% -0.265 -29
94 99 Sava Osiguruvanje AD Macedonia 12.7 6.16% 0.358 0466
95 New ERGO Osiguranje d.d. (formerly Victoria Osiguranje d.d.) Croatia 12.7 42.05% -7 -6
96 100 Intersig Vienna Insurance Group Sh.a. Albania 125 4.08% 0.504 0316
97 New Sava Montenegro AD Montenegro 124 599% 12 12
98 New  UNIQA Asigurari de Viata SA Romania 122 13.76% 0.679 0081
99 96 Drina Osiguranje a.d. Bosnia and Herzegovina 120 331% 26 23
100 92 Winner Vienna Insurance Group AD Macedonia 1.9 -8.50% 0.786 0.686
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Top SEE insurers mark

another year of records,

units of Germany’'s ERGO

storm ranking

by Mario Tanev

Against the backdrop of

political and regulatory

uncertainty, consistently

low interest rates and in-

creased competition, the

top insurers in Southeast
Europe (SEE) booked record high gross
written premiums (GWPs) and net prof-
it for a second straight year in 2017.

The top 100 insurers generated 7.5 bil-
lion euro in GWP in 2017, as 79 of them
saw an increase in their GWP, including
31 that posted double-digit growth. The
major insurers in the region also man-
aged to grow their combined profit by
an annual 10.2% to a record-high 397.9
million euro.

There are five new entrants in this year's
edition of the ranking, three of which
are units of Germany’s ERGO, part of
Munich Re insurance group - ERGO
Asigurari de Viata in Romania, ERGO
Osiguranje in Croatia and ERGO Versi-
cherung AG - Branch Slovenia.

ERGO's units ranked highest among new
members, with ERGO Asigurari de Viata
taking the 47th place on the back of a
66.6% rise in GWP to 32.8 million euro
in 2017.

Once again, Slovenian giant Zavarovalni-
ca Triglav topped the ranking, following
a 4.86% growth in GWP to 621.9 mil-
lion euro — nearly as much as the next
two insurers in the ranking combined. In
2017, the company operated in a more
favourable macroeconomic environment
in Slovenia but faced fierce competition
on the local market.

Despite the growth in GWP, Zavarov-
alnica Triglav posted a 17% drop in net
profit, which totaled 62.5 million euro
in 2017. The insurer’s gross claims paid

rose 5% on the year to 411.3 million
euro, following a significant increase in
natural disaster-related claims.

Slovenian peer Zavarovalnica Sava kept
its second place with 363.8 million euro
of GWP in 2017, up 5.45% year-on-year.
Croatia Osiguranje outpaced both Za-
varovalnica Triglav and Zavarovalnica
Sava in terms of GWP growth, but re-
mained in third place with 328 million
euro of GWP, 8.34% higher than in
2016.

Slovenian members of the ranking came
first both in terms of GWP and net prof-
it in 2017. Insurers in the country grew
their GWP by an annual 2.8% to 2.06
billion euro in 2017, equal to 27.6% of the
combined GWP of all 100 members.

Despite the rise in GWP, insurers in the
country cut their combined net profit
by 9.4% to 129.1 million euro, following
a year marked by a number of extreme
weather events.

Slovenian insurer Modra Zavarovalnica
posted the highest rise in GWP last
year, booking a 76.65% increase to 29.2
million euro and climbing to 57th place
from 78th in 2016.

The Romanian market kept its second
place in the 2017 ranking, despite a 0.65%
drop in GWP of local insurers. Romani-
an members generated 1.99 billion euro
of GWP in 2017, equal to 26.6% of the
combined figure for the top 100.

Romanian insurers grew their combined
net profit by a massive 51.8% in 2017,
largely due to a significant improvement
of the country's three highest ranked
members - City Insurance, Allianz - Tiri-
ac Asigurari and Euroins Romania Asigu-
rare Reasigurare.

Romania’s Eurolife ERB Asigurari de Via-
ta is the top mover in this edition of the
ranking, gaining 2| spots to 74th place.

In terms of M&A activity, 2017 saw a
number of insurers consolidate their
holdings in SEE subsidiaries. Austrian
insurers Vienna Insurance Group and
UNIQA completed buyout bids for their
units in Bulgaria and Bosnia and Herze-
govina, respectively, while Triglav INT
Group launched a buyout bid for Triglav
Osiguruvanje Skopje. Bulgaria's Euroins
Insurance Group (EIG) was particularly
active on the M&A front. The company
consolidated its holdings in Sofia-based
Euroins via a buyout bid and subse-
quently reached a deal to acquire a 49%
stake in Russia's RSO Euroins. At the
same time, EIG's unit Euroins Romania
Asigurare Reasigurare acquired the non-
life insurance portfolio of ATE Insur-
ance Romania, a subsidiary of Greece’s
Piraeus Bank.

METHODOLOGY

SEE TOP 100 insurers is a ranking of the
largest insurers (excluding re-insurers) in
Southeast Europe in terms of gross written
premium from non-consolidated income
statements for 2017. To allow comparison,
all local currencies have been converted
into euro, using the central banks’ official
exchange rates on the last working day
of 2017 and 2016, respectively. Local
currency figures have been used when
calculating year-on-year changes. All data
is sourced from central banks, national
commercial registers, financial supervision
commissions, insurance associations,
government and corporate websites, and
companies themselves. The initial pool of
companies exceeds 200 insurers.
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Triglav Group sees steady

rise in premium share

on SEE markets outside

Slovenia, adopts omni-

channel sales approach

By Mario Tanev

Triglav.  Group  posted
consolidated pre-tax profit
of 84.4 million euro in 2017.
The Group employs over
5,100 people in six countries.

Uros Ivanc,

Member of the Management Board of Zavarovalnica Triglav

Triglav Group continues to
maintain high capital adequacy
in line with its strategy for re-
sponsible long-term develop-
ment. How far has the group
come in fulfilling the other
goals outlined in its 2017-2020
strategy?

The Triglav Group is developing into a
modern, innovative and dynamic insur-
ance/financial group, which will firmly
remain the leader both in Slovenia and
the wider region, while maintaining prof-
itable and safe operations and financial
stability, as also confirmed by the high
“A” credit ratings assigned by the credit

rating agencies S&P Global Ratings and
A.M.Best.

Strategic activities aimed at achieving
growth and development are going well.
At the group level, the premium share
on the markets outside of Slovenia has
been steadily increasing, in addition to
strengthening our market share in the
region. The volume of business has in-
creased in all segments, with greater
emphasis placed on investments in life,
pension and health insurance, where
the highest growth levels are expected.
Last year, the Triglav Group entered
the Macedonian life insurance market,
while in Bosnia and Herzegovina it was

the first to offer voluntary pension in-
surance. With the aim of increasing the
visibility of the Group as the leading
asset manager on the markets in the
region, last year together with a part-
ner we established a regional platform
for alternative investments (Trigal) and
this year we have entered the pension
insurance market in Croatia by acquir-
ing the majority stake in a Croatian
pension insurance company. Apart
from that, we are developing new ways
of doing business and new business
models and partnerships, which allow
us to enter the markets where the
Group is not present with traditional
business models.



The Triglav Group has adopted an omni-
channel sales approach; in addition to
our well-branched sales network, we
are strengthening alternative sales chan-
nels such as banks, leasing companies
and travel agencies, online and mobile
sales. Ve aim to provide comprehensive
solutions for our clients, therefore our
insurance services are upgraded with
assistance services. The group already
provides roadside assistance on all of
its markets, the focus now is on offering
other services, and we are particularly
active in the health insurance segment.

One of our strategic guidelines is the
digital transformation of the Triglav
Group. We carry out a wide range of
activities, some of which are visible to
our clients and business partners, while
others concern our internal processes
as support for insurance underwriting
and processing, claim settlement, infor-
mation security, etc.

What are the key factors likely
to influence your operations
by 2020 on the Slovenian and
the other markets in South-
east Europe (SEE) where you
operate?

Both our activities, insurance and asset
management, are directly linked to the
macroeconomic situation in the coun-
tries where the group operates and the
situation on the global financial markets.
We are pleased that the economic situ-
ation in the region is improving, which is
reflected in the growth of our insurance
markets. In the health, pension and life
insurance segments, structural changes
and reforms in individual countries of the
region are expected to have an additional
impact. We see a number of opportuni-
ties. Our business is exposed to fierce
competition, which is, in general, benefi-
cial for our clients and for the further de-
velopment of our activities. We estimate
that this will continue in the future. We
expect that the level of risk-free inter-
est rates will begin to slowly rise, which
will have a positive impact on interest
income from the group’s financial invest-
ments. However, we do not expect that
interest rates will reach the levels from
ten years ago in the medium term.

The consolidated net profit
of Zavarovalnica Triglav de-
clined in 2017, despite a rise in
gross written premiums. What

25

We are
strategically
expanding our
operations on
the existing
markets through
organic growth

were the main reasons for the
drop and what actions has the
company taken to increase its
profitability?

We are satisfied with the performance
and the results in 2017, which even sur-
passed the planned level. Consolidated
profit before tax of the Group in 2017
was 84.4 million euro, which was planned
at 70—80 million euro. Our performance
was affected by unfavourable claims ex-
perience (claims from major CAT events
were 22% above the |0-year average),
which was effectively compensated with
high premium growth and good cost
control. Returns on investment fur-
ther fell in 2017, but less than expected;
however, they were positively affected
particularly by specific one-off events.
Although the claims ratio increased, the
combined ratio of the group remained
strong at 93.9%. We believe that we set
good strategic guidelines, which are be-
ing successfully realised.

Triglav Group recently en-
tered Croatia’s pension insur-
ance market. Is the company
actively pursuing expansion of
its operations on this or other
segments in SEE markets?

Yes, we are strategically expanding our
operations on the existing markets
through organic growth, however, we
do not rule out takeovers should an ap-
propriate opportunity present itself.

Is climate change affecting
your business?

The impact of climate change will very
likely be seen in the long term as higher
expenses for reinsurance cover, or even
a narrower range of insurance products
for certain types of risks as the most
extreme consequence. Climate change
would mostly result in more frequent
major CAT events, which are in our

markets mainly the consequence of hail-
storms with strong winds, floods and
frost. This risk is managed by ensuring
adequate reinsurance protection, appro-
priate insurance technical provisions and
high capital adequacy. However, the claim
frequency has to be observed through a
longer period of time and not merely on
the basis of last few years in accordance
with the professional insurance stand-
ards. Although most people believe that
the frequency of major CAT events in
the environment has been increasing in
recent years, our data on claims paid for
the last ten years do not support this.
The higher claim frequency could only be
observed on the basis of long-term data.
Such a long-term trend would most like-
lymean more expensive insurance for
our clients because the higher the claim
frequency, the higher the reinsurance
cover expenses for insurers.

In an interview for last year’s
edition of SEE TOP 100 you
said you expect that digitisa-
tion will be one of the most
important future elements of
operational efficiency. In what
areas is Triglav Group employ-
ing advanced technologies?

We are employing advanced technolo-
gies in managing relationships with our
clients and business partners as well as
in our internal processes, with the aim of
implementing paperless, mobile and sim-
plified operations. This year the i.triglav
web office is being upgraded for our
clients in the Slovenian market. We are
expanding the range of claims settled ex-
clusively electronically; furthermore, our
mobile applications enable the clients to
report a claim and request assistance ser-
vices. Our processes are being automated
and optimised, a fully electronic loss file
and the possibility of cloud-based digital
signatures were implemented in some
insurance segments, the electronic docu-
ment archiving system was upgraded, etc.
With the launch of mobile platforms, we
aim to increase the effectiveness of coop-
eration with our business partners, assis-
tance service providers and outsourcers
for making repairs. Apart from that, we
developed a mass claims monitoring so-
lution and adjusted our organisation of
work to the settlement of mass claims. In
short, Triglav systematically carries out a
number of activities and projects with the
goal of increasing the level of digitisation
and following the trends in this area.
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We are well positioned for

growth and expansion

e e

.a

Georgi Markov
Deputy CEO
of Euroins Insurance Group

EIG continues to expand its
market share across CEE/SEE.
What opportunities do you see
in these markets?

EIG has followed a firm strategic path
towards regional expansion which was
initially and predominantly targeted at
the Balkan countries. However, in the
past years we saw our competencies
and capacity grow, and that allowed us
to look beyond — at Central Europe, the
CIS countries and the Mediterranean.
We learned to be successful in turbu-
lent times and in a changing, evolving
and sometimes insecure environment.
More than 80% of the markets where
we operate or where we plan to launch
operations are characterized by low in-
surance density and penetration, much
below the EU average. Bulgaria, Roma-
nia and Ukraine have a lot of catching
up to do in order to reach even Poland
and the Czech Republic where the insur-
ance density and penetration is several
times lower than in Austria, Germany or
France. Naturally, we are dependent on
the economic environment on the mar-
kets in which we do business and also

on the level of the financial education of
the population and the businesses. Eco-
nomic growth has been around in the
past few years and it had a positive influ-
ence on the overall levels of insurance
premiums in the Balkans and CEE, but
financial knowledge and digitalization
have lagged behind. And it is in these ar-
eas precisely that we see potential for
growth, through active promotion of the
benefits of insurance, through the intro-
duction of new, tailored and attractive
products and through improvement of
the reputation of the insurance compa-
nies.

What are your key competi-
tive advantages?

We have been around for more than a
decade and we know how to do busi-
ness in SEE. | believe that we know our
customers, but we are also trying to find
unexplored niches and areas. We are a
growing group of companies which re-
quires a lot of corporate governance
and organizational efforts. However, we
have always tried to be an agile organiza-
tion where decisions are taken rapidly
and in interaction with our partners and
customers. Certainly, like all insurers,
we are risk adverse and compliant with
the Solvency Il directive that requires
us to measure carefully the risks we are
taking, both when we sell and invest, but
we are not burdened with the rigidity of
some other multinational insurers and |
believe that our customers can see this.
And what is most important, we try to
constantly evolve and improve our ser-
vices and the way we handle both our
organization and our partners and cli-
ents.

How do you access EIG's per-
formance in the last year and
what goals has the group set
for the near future?

Our performance was remarkable. We
registered record-high premiums ex-
ceeding 330 million euro in total and re-
cord-high net profits. At the same time,
we and our teams are not blinded by that
success. We know that this growth can

be easily replaced by quicksand if we fail
to be realistic, innovative and compliant,
and all our efforts are concentrated in
that direction. Ve want to continue our
growth, both organically and through ac-
quisitions, however, this should not be
done at the expense of our bottom-line
figures or a dramatic shift of our risk
profile.

How is the insurance industry
responding to the growing role
of FinTech/InsurTech and how
exactly will new technologies
change the sector?

All incumbents and traditional insurers
are exploring more and more the tech-
nology perspective and are increasing
their R&D efforts. Digital transforma-
tion is here to stay and will reshape the
way insurance works — Artificial Intel-
ligence (Al), Internet of Things (loT),
blockchain, big data.... At the end of
the day, technology is reflected in the
way cars are built and being driven, in
the way homes are built, protected,
equipped — there should be an inevita-
ble change in the way we insure things,
especially that they begin to function or
respond differently. The generations to
come, the digital natives, already have
different approaches to the financial
services such as banking and insurance.
This change will not happen overnight,
though. Eighty percent of the consumers
in the region, are not prepared for the
digital transformation, and all insurers
will not suddenly turn into tech compa-
nies (this will inevitably happen, but at a
gradual pace). Insurance should remain
our core competency, and we should
leave the tech work to the tech people.
| wouldn’t mind, of course, to see the
tech company valuations being applied
also to the insurance businesses, but
unfortunately, we are still quite far from
that. One thing is certain — we have to
be aligned with the new trends, we have
to learn from the InsurTech examples
and leverage on their successes or fail-
ures, but we have to embrace the new
realities without shifting our focus too
far from the things which we know how
to do best.
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Euroins Insurance Group (EIG) is one of the largest independent groups operating in the Central
and SEE insurance markets. The company is focused in providing a full range of insurance productsin
the areas of general, health and life insurance. Sofia-based group operates in seven European coun-
tries, has more than 7% market share in Bulgaria, Romania and FYROM. In 2014 EIG initiated opera-
tions in Greece under the freedom of services regime and in 2016 is already operating on Ukrainian
market after acquiring HDI Strakhuvannya from Hannover based TALANX International. At the end
of 2017 EIG acquired a stake in the Russian insurer OO0 RSO Euroins and with this operation entered
on the Russian market. This acquisition is in line with EIG’s strategy to expand in the CIS region where
the markets have an enormous potential for growth. The EIG also has niche operations in Italy, Spain
and Poland. The group has over 2,5 million clients, 2100 employees and annual revenues of over EUR

330 million.
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Euroins Insurance Group (EIG) is a subsidiary of Eurohold Bulgaria - leading Bulgarian company, list-
ed on BSE-Sofia and WSE. Eurohold Bulgaria operates across the CEE and SEE, focused on non-bank-
ing financial services and asset management. The headquarters is located in Sofia.

www.euroins.bg www.eig.bg www.eurohold.bg
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Slovenia reinforces

leadership in SEE TOP 20

per capita ranking

by Radomir Ralev

Slovenia remained the
indisputable leader in the
Top 20 SEE per capita
ranking, highlighting the
importance of individ-
ual companies for local
economies. Slovenia, an
EU-member state of some two million,
and the only Eurozone member state in
SEE, had 12 entrants in the ranking, up
from |l last year. Four of the top five
companies in the ranking are based in
Slovenia, while in the top 10, only three
companies are not from the country.

Slovenian energy company Petrol led the
SEE TOP 20 companies per capita rank-
ing for the eleventh consecutive year
with a revenue per capita rising 18% to
1,835 euro in 2017 from 1,557 euro the
previous year. Slovenian electricity and
gas trading group GEN-I ranked second
with 1,189 euro revenue per capita, a
sharp increase from 802.4 euro the
previous year. State-owned power util-
ity Holding Slovenske Elektrarne (HSE)
occupied the third position, with a rev-
enue per capita of 802.8 euro in 2017,
up from 626.8 euro in 2016.

Macedonia’s only entry, the local subsid-
iary of UK chemicals specialist Johnson
Matthey, lost one position to the fifth
place, although its per capita revenue
increased 10% to 715.1 euro from 649.1
euro.

Companies from Montenegro, a coun-
try of about 600,000 people, were the
second most widely represented with
three entrants on the list, up from two
in 2016. China Road & Bridge Corpora-
tion (CRBC) D.O.O. ranked ninth with
475.6 euro in revenue per capita versus
161.4 euro in 2016. CRBC is construct-
ing the Bar-Boljare motorway in Monte-
negro, part of pan-European Corridor
XI. Power utility Elektroprivreda Crne
Gore (EPCG) was Montenegro’s sec-
ond best performer, ranking Ilth with
443.4 euro in revenue per capita, edging

TOP 20 PER CAPITA in euro
No. leo% L%P Company name Country Pe;ﬁ;lta Pe;;?:“:a
| 2 Petrol d.d. Slovenia | 835 1,557
2 8 GEN-l d.o.o. Slovenia | 189 8024
3 15 Holding Slovenske Elektrarne d.o.o. Slovenia 802.8 6268
4 18 Revoz dd. Slovenia 7716 5262
5 19 Johnson Matthey DOOEL Macedonia 715.1 649.1
6 25 Krka d.d. Slovenia 5942 5587
7 9 INA dd. Croatia 5882 4778
8 27 Poslovni Sistem Mercator d.d. Slovenia 580.6 6502
9 203 China Road & Bridge Corporation D.O.O. Beijing, China Montenegro 475.6 1614
10 43 Lek d.d. Slovenia 4669 436.6
I 212 Elektroprivreda Crne Gore AD. Montenegro 4434 4305
12 46 Interenergo d.o.o. Slovenia 4326 180.5
13 5 Lukoil Neftochim Burgas AD Bulgaria 4195 3233
14 52 Gorenje d.d. Slovenia 408.7 3549
15 6 Aurubis Bulgaria AD Bulgaria 3736 2365
16 60 IMPOL d.o.0. Slovenia 3638 2855
|7 313 Voli Trade D.O.O. Montenegro 3355 3234
18 10 JP Elektroprivreda Srbije Serbia 3295 2975
19 69 Telekom Slovenije d.d. Slovenia 3207 328.1
20 80 OMV Slovenija d.o.o. Slovenia 301.0 263.1

up from 430.5 euro in the previous year.
The company lost one position from the
tenth spot in last year's ranking.

With two companies on the list, Bulgar-
ia took the third place. Oil refinery Lu-
koil Neftochim Burgas remained the top
performer among the Bulgarian compa-
nies, ending |13th on the per capita rank-
ings while Aurubis Bulgaria occupied
the 15th position. Croatia and Serbia
had one representative on the list each,
namely oil and gas company INA on the
seventh place and state-owned power
utility Elektroprivreda Srbije (EPS) on
the 18th position, respectively.

Slovenian energy company Interenergo
entered the top 20 ranking for the first
time this year and occupied the 12th
place with an impressive jump of reve-
nue per capita to 432.6 euro from 180.5
euro. On the other hand, Romanian car-
maker Automobile Dacia did not make
it to the Top 20 SEE per capita ranking
this year, although its sales increased
[1.45% in 2017 to 23.1 billion lei (5 bil-
lion euro). In this way, Romania, the re-

gion’s largest country with a population
of about 20 million, lost its only entrant
in the ranking.

Slovenia-based Poslovni Sistem Merca-
tor, the bronze medalist in 2016, fell
to the eighth position this year, as its
revenue per capita declined to 580.6
euro from 650.2 euro. Croatian group
Agrokor took over Mercator in 2014, in
a transaction that is said to have desta-
bilised the concern financially. The con-
cern's financial problems boiled over and
become apparent in 2017 when Moody's
Investor Services changed its rating on
Agrokor several times.

METHODOLOGY

SEE TOP 20 per capita is a ranking based
on the same pool of 2,900 companies as in
SEE TOP 20. The ranking is compiled by
dividing the total revenue in euro of each
company by the population estimate in the
country of registration. This benchmark
indicates the importance of individual
companies for the local economies.
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When investment pays off:

Star Assembly unreachable

in revenue gainers chart

by Mario Tanev

Romanian  car parts
maker Star Assembly, a
unit of Germany’s Daim-
ler, posted an incredible
353.42% rise in revenue
in 2017, following the
start of production of
nine-speed automatic transmission for
Mercedes-Benz in the middle of 2016.

Daimler invested more than 300 million
euro in expanding the capacity of Star
Assembly’s plant in Sabes, creating over
1,000 jobs, in order to meet increased
demand for Mercedes-Benz parts.

“Together with her sister company Star
Transmission in Cugir, Star Assembly
is an important pillar of the worldwide
Powertrain production operations for
Mercedes-Benz Cars, as it covers pro-
duction of 5, 7 and 9-speed gearboxes.
The largest project of this kind in Ro-
mania, inaugurated in 2016, is the 9G-
Tronic automatic transmission, which
supports the worldwide gearbox pro-
duction as the second production facility
apart from Germany,” Tobias Brandstet-
ter, International Business Communica-
tions Mercedes-Benz Cars at Daimler,
explained. Starting in 2017, Star Assem-
bly introduced a three-shift production
schedule to satisfy the increasing market
demands of Mercedes-Benz cars glob-
ally, Brandstetter added. The investment
seems to have paid off more than hand-
somely, as Star Assembly rushed into
the SEE TOP 100 ranking, placing 16-th
in its debut appearance with revenue of
.62 billion euro.

Seven new entrants to the 2017 edition
of the SEE TOP 100 occupied the top of
the most dynamic company ranking.

Slovenia’s Interenergo bagged the second
place in the chart, as its revenue grew
139.87% to 893.8 million euro in 2017.

Interenergo joined the Independent Bul-
garian Energy Exchange in 2017, after

MOST DYNAMIC COMPANIES

No leoE()1;4°¢:P Company name Country Industry telzeﬁ::"zg:#
| 16 Star Assembly SRL Romania Automobiles 353.42%
2 46 Interenergo d.o.0. Slovenia Electricity 139.87%
3 40 Prvo Plinarsko Drustvo d.o.0. Croatia Petroleum/Natural Gas 134.11%
4 77 Hip - Petrohemija AD Serbia Chemicals 103.67%
5 93 Cofco International Romania SRL Romania Agriculture 103.59%
6 66 HBIS Group Serbia Iron & Steel DOO Serbia Metals 101.58%
7 86 Tigar Tyres DOO Serbia Rubber/Rubber Products 60.81%
8 6 Aurubis Bulgaria AD Bulgaria Metals 56.83%
9 8 GEN-I d.o.o. Slovenia Electricity 48.28%

10 18 Revoz d.d. Slovenia Automobiles 46.79%

joining the power exchanges in Croatia,
the Czech Republic, Serbia and Slovakia
throughout 2016, boosting its volume
of electricity trading over two times to
21.8 TWh in 2017. The company also
launched energy services activities and
concluded its first deal for energy con-
tracting in 2017.

Croatian natural gas company Prvo Pli-
narsko Drustvo came just behind Inter-
energo, posting a 134.11% rise in revenue
to 1.03 billion euro in 2017. The com-
pany gained nearly 55 million euro from
its new client — Malta-registered Energy
Commodities Trading, in 2017.

Serbian state-run petrochemicals pro-
ducer HIP Petrohemija, which topped
this edition’s most profitable company
ranking, also grabbed the fourth place
in terms of revenue gains in 2017. The
company boosted its revenue 103.67%
to 636.3 million euro. HIP Petrohemija,
which is expected to soon be privatised,
improved its financials significantly, fol-
lowing a giant debt-to-equity swap,
which resulted in a nearly fivefold in-
crease in its registered capital.

Cofco International Romania, a unit of
China’s COFCO International, ranked
fifth, while Serbia’s HBIS Group Ser-
bia Iron & Steel, part of China’s HBIS
Group, took the sixth place, with a rise
in revenue of 101.58% to 695.3 million
euro. However, data for the company
is skewed, as it was established in June

2016, when it took control of the steel
plant in Smederevo, and thus its results
in 2016 are based on a half-year report.

Serbia’s Tigar Tyres came seventh, fol-
lowing a 60.81% rise in revenue to 611.2
million euro.

Copper producer Aurubis Bulgaria took
the eight place, ranking highest among
companies present in the previous SEE
TOP 100 edition, following a 56.83%
rise in revenue backed by an increase in
global copper prices. The company also
posted record output following upgrade
of its facilities, resulting in some 2.6 bil-
lion euro in revenue in the company’s
fiscal year 2016/2017, ended September
30, 2017.

Two Slovenian companies wrapped up
the ranking, with electricity and gas
trading group GEN-I grabbing ninth
place on a 48.28% rise in revenue to 2.5
billion euro, and car maker Revoz ending
tenth with a 46.79% increase to 1.6 bil-
lion euro, following the introduction of
a new model and staff increase in 2017.

METHODOLOGY

Most dynamic companies is a ranking
of the top 10 companies with the highest
change in revenue in SEE TOP 100.
Change in revenue is calculated as a year-
on-year change of total revenue, calculated
in local currencies.
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New entrant propels

chemical sector back

to top of most profitable

industries ranking

By Mario Tanev

Chemicals producers in

Southeast Europe (SEE)

took back the first place

in the most profitable in-

dustries ranking, ousting

the rubber and rubber
products manufacturers, which ended
second.

Serbian state-run petrochemicals pro-
ducer HIP Petrohemija marked its en-
trance into the Top 100 ranking by post-
ing the highest return on revenue among
all SEE TOP 100 members, of 53.83%.
The company turned to a net profit of
342.5 million euro in 2017 from a net
loss of 42.7 million euro the year before
as revenue doubled.

On average, chemicals makers includ-
ed in this year’s SEE TOP 100 ranking
posted a return on revenue of 20.72%
in 2017, up from 4.78% in 2016, leaving
all other industries trailing far behind.
Members of the sector boosted their
revenue by 29%, calculated in local cur-
rency, and ended 2017 with nearly five-
fold rise in net profit.

Rubber and rubber products producers
slid to second place, as their combined
return on revenue declined to 13.17% in
2017 from 15.90% the year before. All
three represented rubber industry com-
panies grew their revenue in 2017, how-
ever two of them, both from Romania,
saw their net profit contract.

Continental Automotive Products cut its
2017 net profit by 10%, despite a 7% rise
in revenue, calculated in local curren-
cy, while Michelin Romania more than
halved its net profit regardless of a 19%
increase in revenue in local currency.

However, another new entrant from
Serbia - Tigar Tyres, claimed the ninth
place in terms of return on revenue

SEE INDUSTRIAL RANKING 2017

Industry Return on revenue 2017

Chemicals 20.72%

Rubber/Rubber Products 13.17%
10.88%
7.38%
5.99%
4.48%
3.69%
3.44%
341%
247%

Pharmaceuticals

Telecommunications

Petroleum/Natural Gas

Metals
Electricity

Transportation
Food/Drinks/Tobacco
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Automobiles

among all 100 members of the ranking,
with a ratio of 14.28%.

The pharmaceutical sector also lost one
place, ranking third, with a return on rev-
enue of 10.88%, compared to 9.46% in
2016. Slovenian drug maker Krka and Lek
accounted for the improved profitability,
posting double-digit rises in net profit of
49% and 11%, respectively. Krka posted
return on revenue of 12.51% in 2017, while
Lek’s revenue return stood at 8.62%.

Telcos grabbed the fourth place with a
7.38% return on revenue in 2017, which
compared to 7.91% a year earlier. The
sector managed to increase its net prof-
it in 2017 by a slim 2.95%, however, the
profit growth rate was outpaced by the
rise in revenue.

Oil and gas companies wrapped up the

top five, posting a 5.99% return on rev-
enue in 2017, notably higher than the
3.63% achieved in 2016. Romgaz posted
the highest revenue return, of 37.06%,
making it the third most profitable com-
pany in this year’s edition of the SEE
TOP 100 ranking.

JP Srbijagas and Croatia’s INA were the
major contributors to the sector’s in-
creased profitability in comparison to
2016, as their net profit skyrocketed fol-
lowing rises in revenue of around 20%.

JP Srbijagas expanded its net profit to
141.6 million euro, over seven times
higher than in 2016, and posted a re-
turn on revenue of 18.64% - the second
highest among industry members in this
edition of the ranking, up from 2.87%
in 2016. Ina boosted its net profit nine
times, pumping up its return on revenue
to 7.78% in 2017, which compares to
1.06% in 2016.

Wholesaleand retail was the only sector
to book a loss - of a net 8.3 million euro
- following the financial crisis at Croatian
concern Agrokor.

Two Agrokor units — Croatia’s Konzum
and Slovenia’s Poslovni Sistem Mercator,
posted massive net losses of 525.2 million
euro and 203.7 million euro, respectively,
dragging the whole sector in the red.

METHODOLOGY

The SEE industrial ranking pools together the revenue generated by all companies in SEE
TOP 100 and ranks sectors by cumulative revenue. Year-on-year changes in the sectors’ total
revenue have been calculated using the figures in euro. The comparative figures for 2016 are
revised to allow a fair comparison. The sub-ranking of the industries with the highest return
on revenue was calculated by dividing the cumulative net profit/loss within each industry
by the cumulative revenue. We have based our rankings on an industry classification which
treats filling station operators and gas trading/distribution companies as Petroleum/Natural
Gas companies, pharmacies and pharmaceutical distributors as Wholesale/Retail, and
automotive and car parts manufacturers, and sellers as Automobiles.
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AAurubis

Complex metallurgy, circular

economy are the future

By Mario Tanev

Tim Kurth,
Aurubis Bulgaria CEO
and Vice President

F

Tim Kurth was appointed CEO and
vice president of Aurubis Bulgaria in
2014. As of 2015 he is also president
of the German-Bulgarian Chamber of
Industry and Commerce. He joined
Norddeutsche Affinerie (nowadays
Aurubis) in 2006 and occupied various
managing positions, including group
innovation manager and vice president
in charge of corporate logistics before
taking his present position in Bulgaria.

What are Aurubis Bulgaria's
short and mid-term expecta-
tions regarding the markets
of concentrates and your pro-
duction?

Prices are stable and we expect this
trend to continue. Favourable condi-

tions on global markets impact not only
our direct operations, but also our part-
ners along the supply chain, as they too
get an additional incentive to invest in
projects. We are constantly looking for
long-term relations with our partners
along this chain, as this gives us security.

We cannot influence external factors
such as foreign currency exchange rates,
the prices of metals, changes to major
trade agreements or international poli-
tics. However, we need to be prepared
for different scenarios, and that is what
we are doing. The plant in Pirdop has
good foundations which we constantly
build on, and we are optimistic about
the future. This year we are marking
the 60th anniversary of the plant. We
look at the past with respect and we are
thinking about the future. Since 1997,
over 1.2 billion levs have been invested
in upgrades and environment protec-
tion. In November we will announce a
new investment programme. We invest
a lot in programmes for training and
higher qualification. We have launched
dual education classes in the region to-
gether with partners to prepare our fu-
ture employees.

We always think long-term. Some of
our projects have a timeframe of 2040
and further on.

What challenges do you face
on the regional market and
where do you see untapped
opportunities?

We are closely following the markets
in the EU and Turkey, as well as Asia,
where we too have exports. We have
some key advantages. Firstly, our plant
in Bulgaria is part of the Aurubis inte-
grated group of production units. Thus,
part of our output goes to the markets
within the group, mainly to Belgium
and ltaly. Secondly, there is Bulgaria’s
attractive geographic location and the
conditions in the country. We are close
to Turkey and to our clients in Europe
and the Black Sea basin. Bulgaria is a

member of the EU, with stable growth
and reasonable fiscal policy. Thirdly, we
work in Srednogorie region in Bulgaria
where the infrastructure and the demo-
graphic situation are good.

In the long-term we will count on
our non-core products, as well. We
are investing in research and develop-
ment. Our R&D units in Hamburg and
Pirdop are exploring together the op-
portunities for more efficient extrac-
tion of metal from concentrate. We are
searching for possible uses of slag such
as iron silicate. We want to expand our
positions on the recycling market. The
Aurubis plant in Luenen is the world’s
biggest recycler of copper scrap and
this gives us a competitive advantage.
Complex metallurgy and circular econ-
omy are the future.

Demand for metals will continue to
grow. The ratio between the end-indus-
try users is changing, with new technol-
ogies taking an increasing share. Manu-
facturing a conventional automobile
takes some 20-25 kg of copper, while for
hybrid and electric vehicles this amount
exceeds 100 kg. A wind generator and
its infrastructure need over 20 t of cop-
per. Demand for non-ferrous metals in
the ICT sector too will continue to in-
crease. There are no high technologies
without basic industries.

How do you expect the pow-
er market to affect your per-
formance in a short and mid-
term perspective?

Our plant in Bulgaria is one of the big-
gest power consumers in the country.
At the same time the bulk of our output
is exported. We generate 9% of Bulgar-
ia’'s exports, which is a significant con-
tribution to the country’s GDP growth.
That is why we are not impartial to the
development of the power sector. Hav-
ing predictable legislation and stable
prices affects not only us directly, but
Bulgaria’s economy as well through our
production.
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Bulgaria’s

E-Mobility Dream

By Radomir Ralev

With a total of

12,280 deaths

attributable  to

poor air qual-

ity annually, Bul-

garia’s  environ-
mental problems seem obvious. When
it comes to the ratio of deaths relative
to population, Bulgaria’s situation is even
more desperate, as the country is the in-
disputable leader in the European Union
(EU), with a population-weighted con-
centration ratio of 24. Bulgaria’s annual
mean is the third largest in Europe, after
Macedonia with 274 and Kosovo with
264, according to data of the European
Environment Agency.

Bulgaria ranks eighth in Europe in terms
of premature deaths attributable to
PM2.5, a pollutant stemming from fuel
combustion, heating, transportation,
waste incineration, agriculture, and
other anthropogenic sources, the data
shows.

The poor air quality in Bulgaria was
noticed by the Court of Justice of the
European Union, which in April 2017
ruled that the country has failed to fulfil
its obligations under EU law to cap dust
particles at a certain limit.

Poor air quality sparked protests in the
country’s capital Sofia. The environment
ministry came up with an analysis show-
ing that the biggest air pollutants in the
country are home heating on wood and
coal, with a 40% share, and car traffic,
with 60%.

One of the measures contemplated by
Bulgaria’s environment minister, Neno
Dimov, is the elimination of the so-
called ecological fee paid at the initial
registration of electric vehicles. The
owners of old polluting cars will have
to pay a much higher ecological fee than
they do now, the fee for hybrids will be
much lower, while no fee will be im-
posed on electric vehicles, Dimov said
in April.

The development of electric mobility
in Bulgaria is still in a very early phase.
According to data of the European Au-
tomobile Manufacturers' Association
(ACEA) just 64 new electric cars were
registered in Bulgaria in the first half of
2018, including 16 in the second quarter.
In terms of plug-in hybrid registrations,
Bulgaria occupies one of the last places
in the EU with only I5 cars in the first
half of 2018. The statistics for non-load-
able hybrids show a slightly better pic-
ture, with 708 units in the first half, up
20.4%. At present, there are about [10
charging stations in Bulgaria and some
600 registered electric cars. “The cars
are not the only factor, but they are part
of the entire problem,” Stefan Spasov,
CEO at electric car rental service pro-
vider Spark Bulgaria and charging station
infrastructure operator eMobility Inter-
national, said during a recent conference
on the development of electric mobility
in Bulgaria. “But the obstacles we face
are not so small. Including the fact that
there are no tools provided by the state
to support what we do,” Spasov said.

To date, eMobility International’s net-
work of charging stations built in part-
nership with ABB Bulgaria, operates
in nine Bulgarian cities and along the
roads connecting the capital Sofia with
the checkpoints on the borders with
Greece and Turkey. eMobility Interna-
tional, which operates under the Eldrive
brand, manages charging station infra-
structure and offers flexible solutions
for short and long-term rental services
of electric vehicles.

INCENTIVES

According to Aleksandar Kostadinov, di-
rector of sales and marketing of Moto
Pfohe Bulgaria, the electric mobility
development depends on the existence
of an accessible network of charging
stations, but what matters most is tax
relief. “The development of electric mo-
bility is a job of the lawmakers. Sure,
infrastructure is needed, but the incen-

tive is the most important,” Kostadinov
told SeeNews. The lack of government
subsidies for individuals buying electric
vehicles is one of the main barriers to
the wider use of green cars, he added.

Under the existing regulations, electric
vehicles can park free of charge in the
designated zones for hourly paid parking
in Sofia. However, this advantage is being
lost to drivers using electric vehicles for
their own travel. Free parking is a plus
but the price of the electric car makes it
pointless if the car is not registered to a
company for business purposes, Kosta-
dinov explained.

Moto-Pfohe is the official dealer and dis-
tributor of Ford, Volvo, Jaguar and Land
Rover in Bulgaria. “In our mix, the annual
sales of the plug-in hybrid versions of the
Volvo XC60 and XC90 models stands
at between 20% and 30%. This means
that the goal of achieving a 20% share
of hybrid vehicles in Europe in 2025 is
not impossible for Bulgaria,” Kostadinov
estimated. However, the government
should stimulate this type of mobility, as
there is no country in the world where
electric mobility is developing well with-
out stimuli, he added.

In May 2017, neighbouring Romania dou-
bled the incentives on offer for buyers of
plug-in electric vehicles in a bid to help
reduce air pollution. The government
created the Rabla Plus programme, an
update of the earlier Rabla, and is now
offering up to 11,000 euro of grants for
the purchase of electric vehicles. Rabla
Plus also offers buyers of non-plug in hy-
brids a grant of up to 1,450 euro. The
positive results of the programme are
visible. New passenger hybrid electric
car registrations in Romania more than
doubled to 1,469 in the first nine months
of 2017, from 684 in the prior-year pe-
riod, according to data by ACEA. There
were 97 electric battery-powered ve-
hicles registered in Romania in the first
nine months of 2017, end-September
2016. Total registrations of alternative



fuel vehicles in Romania surged to 1,566
in the nine months through September
2017 from 107 in the year-ago period.

lliya Levkov, chairman of Bulgaria’s Elec-
tric Vehicles Industrial Cluster, consid-
ers that a similar systematic and sus-
tainable effort should also be applied
by Bulgaria’s institutions in order to
encourage the development of electric
mobility. “Our neighbouring countries
are still timidly advancing on this topic,
but Romania last year outpaced us,” Lev-
kov said.

CHARGING STATIONS

However, according to Martin Zaimov,
deputy chairman of the Bulgarian Elec-
tric Vehicles Association (BAEPS), it is
not the economic stimulus that would
encourage the growth of the electric ve-
hicle market in Bulgaria but setting limits
on the circulation of old vehicles run-
ning on petrol and diesel. The provision
of grants means taking money from the
state, which translates into taking mon-
ey from all taxpayers and this is not fair
to poor people, Zaimov said. “The best
stimulus is the launch of more charging
stations.”

The lack of sufficient infrastructure was
also highlighted by the European Com-
mission which asked Bulgaria and Ro-
mania to fully transpose the directive
on the deployment of alternative fuels
infrastructure EU legislation sets out
minimum requirements for the building-
up of alternative fuels infrastructure,
including recharging points for electric
vehicles and refuelling points for natural
gas and hydrogen.

Sofia is making efforts to boost the ap-
peal of e-mobility to the private sector
by drafting a plan for the construction
of over 60 electric vehicle charging sta-
tions in the city, Sofia mayor Yordanka
Fandakova said in March. According to
data from Bulgarian website Vsichko-
tok, a total of 116 chargers are currently
active in the country, including about 50
in Sofia.

Moreover, Stolichen Avtotransport,
Sofia’s public bus transport company,
signed in April 2018 a 22.2 million levs
deal with local leasing company Eurole-
ase Auto for the supply of 20 electric
buses. Fandakova said in a Facebook
post that the 20 electric buses will be

delivered by the end of October 2018.
According to her post, the buses can run
300 km on a single charge.

GOVERNMENT
ACTIONS

But Bulgaria does not stand completely
idle when it comes to stimulating elec-
tric mobility. In 2015, the National Trust
EcoFund (NTEF) launched a scheme to
encourage the acquisition of electric ve-
hicles by the public administration. The
fund provides fixed grants for different
types of vehicles ranging from 10,000
levs to 40,000 levs depending on the ve-
hicle category.

The Fund applies the scheme to the state
administration bodies and their territo-
rial divisions, Irena Pencheva, director
of NTEF, said. However, the results are
disparaging. For a total of five calls so far,
financing has been provided for the ac-
quisition of only 2I vehicles, 17 of them
electric and four hybrids, according to
NTEF data. Bulgarians conservatively
look at the initial price and do not realise
that the savings generated by these elec-
tric cars result in about four to five years
of redemption of the vehicle. Another
problem is the incapability of municipal
structures and their experts to maintain
the vehicles,” Pencheva said.

In 2018, the European Parliament re-

vised a directive on the energy perfor-
mance of buildings including measures
to ensure that the buildings' car parks
are increasingly prepared to have charg-
ing stations installed so owners can
charge their electric vehicles easily.
The directive will also require the EU
member states to enact regulations on
the installation of a minimum number of
charging points for all non-residential
buildings with more than 20 parking
spaces by January |, 2025. Bulgaria has
already transposed the directive into its
legislation, obliging the companies de-
signing new office buildings to envisage
charging points at 10% of the parking
places.

SHARING ECONOMY

As the insufficient charging infrastruc-
ture nationwide and the too timid gov-
ernment stimulus are keeping the sales
of electric vehicles at low levels, what
may fill the void is the sharing economy,
according to eMobility International’s
CEO Stefan Spasov.

“Sharing economy is what we believe in
and what can give the electric mobility
asset a very affordable price,” Spasov
said. That is why the company decided
to launch an electric car rental service in
Sofia in November 2017, together with
its Lithuanian peer UAB Ride share,
which operates under the Spark brand.

S3IRILSNANIdOL
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eMobility International is aiming to of-
fer a total of 250 electric vehicles and
have 40,000 active users by the end of
2019. By the end of 2018, Spark Bulgaria
will likely have 100 electric vehicles and
10,000 users, a company official said in a
video file posted on Spark's official Face-
book page. The service initially started
with 25 electric vehicles.

“At the moment we have about 20,000
users, the cars will soon be over [00.
The sessions are over 300 a day. People
have the opportunity to drive an elec-
tric car across Sofia. So far | have not
heard of a user who does not say that he
or she is extremely pleasantly surprised
by driving an electric car. You know the
problems in Sofia related to the air pol-
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lution. Car sharing is an adequate solu-
tion, including to congestion in Sofia,”
Spasov said.

It seems that the business model defi-
ciencies in the fossil fuel car industry in
the past century are becoming more and
more obvious. According to Eurostat
data, there were 443 registered cars per
1,000 citizens in Bulgaria in 2016, rough-
ly one car per two residents.

Zaimov believes that rather than buy
their own car in the future people are
more likely to share and rent them. “It
is not reasonable to invest in buying an
electric vehicle, but to ‘hire’ it under
some form of operational leasing or
other form of financing is,” Zaimov said.

In Zaimov’s opinion, the future of ur-
ban transport in Sofia includes a smaller
number of own cars, but more sharing
of vehicles. “In a situation in which the
ownership of cars is very small, there
would be no parking problems,” Zaimov
says and goes even further. “A situation
in which, after 10 years, 70% of the peo-
ple in Sofia do not have their own car is
absolutely possible.”

Therefore, according to Spasov, the
development of charging stations net-
work and support for the purchase of
electric cars should go hand in hand.
“The chicken-egg dilemma is not rel-
evant and has never been. If both things
do not go together, then nothing will
ever happen.”

SEE countries timidly entering e-

mobility era

Southeastern Europe (SEE) is in the initial phase of electric
S mobility adoption, with sales constantly rising but still re-

maining well below 1% of all motor vehicle sales. Accord-
ing to data of the European Automobile Manufacturers' Associa-
tion (ACEA), the market share of electrically chargeable vehicles
(ECVs) is practically 0% in countries with annual GDP per capita
below 18,000 euro, including the new EU member states in SEE.

Romania had the lowest electric vehicle (EV) market penetration
among the EU member states in 2017, with 188 EVs sold or just
0.18% of the total. In Bulgaria, the electric vehicles had a share of
0.3% last year; ACEA said.

However; steps are being taken to expand the market. Croatia’s
state-owned energy utility HEP now operates some 50 charging
stations and plans to expand the network and establish a system
for their remote control and supervision in the next few vyears.
With co-financing from EU funds, HEP is also preparing to open
fast- charging stations along the TEN-T motorway corridor.Croa-
tia will co-finance EV purchases by individuals with grants equal to
up to 40% of the purchase price and has allocated |12 million kuna
(1.6 million euro) for the purpose, in order to encourage buyers
to seriously consider buying environment-friendly cars. The pur-
chase of electric scooters, motorcycles and quadricycles will be
co-financed with grants of up to 20,000 kuna, while incentives of
up to 5,000 kuna will be offered for the purchase of electric bikes.

Fuel retailer Jugopetrol aims to be a pioneer in supporting the ex-
pansion of the use of electrically powered vehicles in Montenegro
by building the country's first electric vehicle charging station in
2018. The company plans to install an EV charger at one of its filling
stations this year and a further two in 2019.

In Serbia, the government has installed two EV charging stations
on pan-European Corridor X route in the country, at the Presevo
and Bubanj Potok toll stations of the motorway linking Belgrade to
southern Serbia.

The Romanian arms of German utility EON and Hungarian

oil and gas group MOL plan to build 40 charging stations for
electric vehicles in Romania by 2020 with the support of Eu-
ropean funds.

Slovenian postal operator Posta Slovenije signed a deal with local
electricity and gas trading group GEN-I to cooperate in e-mobility
and green next-generation delivery services, which will see it en-
tirely electrify its fleet. The aim of the partnership is to transform
freight delivery services by offering environmentally-friendly and
efficient green parcel delivery via electric vehicles powered by so-
lar energy or other non-carbon sources of electricity.

With the car parts industry in SEE expanding rapidly, the electric
mobility segment also attracts investments and several projects
for production of e-vehicles in the region have been launched.
Chinese manufacturer Cenntro Automotive Corporation and its
partner, Luxembourg-based SEVIC eMobility, intend to invest 10
million euro in the next three years to produce a small electric
utility vehicle in Bulgaria.

At the same time, Germany's ZF Friedrichshafen is expanding its
manufacturing capacity for electric mobility products by building
a new facility in the Serbian city of Pancevo. ZF Friedrichshafen
intends to invest 40 million euro in the project in 2019, 25 million
euro in 2020 and 20 million euro in 2021.

Chinese investor Karl Soong and Croatian entrepreneur Mladen
Nincevic, owners of Zadar-based Green Tech Group, are planning
to build a factory for electric cars and scooters in the Croatian
town of Kula Norinska over the next 10 years.

Bulgarian supercar manufacturer SIN Cars has unveiled in Sofia
a concept of a multifunctional electric car, named L-city, which
is planned to be manufactured in Bulgaria and sold abroad. SIN
Cars was founded by Bulgarian engineer and racing driver Rosen
Daskalov in the UK in 2012. In 2015, the company started produc-
tion of road electric vehicle Sin Rl and moved its headquarters to
Munich, Germany, and Ruse, Bulgaria.
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Same rules on cross-border

electricity trade should apply

in EU and other countries

within wider European market

By Tsvetan Ivanov

Janez Kopac,
Energy Community Director

As countries in Southeast Europe (SEE)
make steps towards the liberalisation
of their power markets, SeeNews
talks to Janez Kopac, Director of the
Energy Community Secretariat and
former general director for energy
at the Slovenian economy ministry.
Kopac acted as finance minister and
environment minister. The Energy
Community is an international
organisation aining to extend the EU
internal energy market to SEE and
beyond.

How does the difference be-
tween the regulated price and
the market price at the mo-
ment of liberalisation affect
the future prices for end-cus-
tomers?

In all post-Socialist countries, distortion
of the electricity price through regulation
continued as in the past: small and me-

dium enterprises cross-subsidised house-
holds. Liberalisation of the electricity
market always brings a drop in the price
for so-called “commercial consumers”
and an increase for households. The mil-
lion dollar question is by how much. Every
assessment is also based on several pre-
sumptions: will VAT and network charges
remain the same! Which sub-group of
households are we observing, etc.

During the time | served as Slovenia’s
minister responsible for energy, we
were liberalising the electricity mar-
ket. The household electricity price in-
creased by 18% in one year but later fell
slightly again.

What incentives can make in-
dividual customers change
their default supplier after
the liberalisation, especially in
countries where end prices are
heavily subsidised?

Experience shows that in the first years
after liberalisation very few customers
change their supplier because of lack
of trust in the new energy companies.
But this can change significantly over
time. In my view, the most important
tools to promote switching are public
campaigns by consumers associations,
energy regulators and energy suppliers,
which compete against each other on
the market. However, the basic precon-
dition — cost-reflective prices — must be
in place. Low, regulated prices fail to ac-
tivate energy consumers.

Could you say what invest-
ments in network capacity are
needed to prepare SEE power
systems for a rise in consump-
tion once the market is liber-
alised?

No, but power consumption doesn’t

usually increase because of liberalisation.
What we do need is to ensure that the
grid connections between two countries
allow for sufficient interconnector ca-
pacity to match the needs of a liberalised
market and sufficient cross-border pow-
er flows. And what is equally important
is to ensure that the same rules govern-
ing electricity trade across borders apply
in EU countries as well as those that are
part of a wider European market.

Does the goal of a single Euro-
pean power market justify the
costs incurred by low-income
countries to join this market?

First of all, | would like to point out that
the non-EU SEE countries are already part
of the European energy market through
their membership in the Energy Com-
munity. The key objective of the Energy
Community is to support their transition
to an EU energy governance model, de-
velop an adequate regulatory framework
and liberalise their energy market. This
includes ensuring that any reform hap-
pens step-by-step, backed up by sufficient
consumer protection measures.

While it is true that liberalisation usually
does entail a price increase for household
customers in SEE, it is not always evident
that consumers in non-EU SEE countries
often pay even higher prices for gas and
electricity than their EU counterparts due
to hidden costs, which are a direct result
of markets not being fully liberalised yet.
The higher prices stem from enormous
subsidies to the coal sector through dif-
ferent fiscal measures that are not visible
on the electricity bill. Other inefficiencies
of the regulated market include higher
prices for electricity balancing services as
reserve capacities are provided only na-
tionally and not from the cheapest source;
imports are more expensive because
market coupling is not in place, etc.
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SEE power markets can

achieve liquidity, competition

only via regional integration

Member of the
Management Board,
Energy Management Institute

The Energy Management Institute
(EMI) is a public institute for energy
policy founded in 2010 with the aim to
promote the interest of the Bulgarian
energy sector and the EU and global
energy policies and best practices,
to enhance the dialogue between
stakeholders, to facilitate decision-
makers in energy policy development
and implementation. Since March
2014 EMI is a fully-fledged Bulgarian
member of the biggest association
on electricity industry in Europe -
EURELECTRIC.

Are Bulgaria and the other
countries in Southeast Europe
(SEE) ready for a full liberalisa-
tion of the market?

The electricity market in Bulgaria is still
highly concentrated and competition is
poor. Liberalisation efforts are directed
towards increasing the number of par-
ticipants in the free electricity market,
and, at the same, integration of the
national power market with those of
neighbouring countries. Since countries
in SEE are generally small in size, their
national power markets are also small
and true liquidity and competition can
only be achieved via regional integration.

What stimuli can be applied to
incentivise consumers to join
the free market?

The best stimulus is the price. The sec-
ond best are associated value-added
services like energy audits or other flex-
ible services like weekend-price offers
or hourly tariffs. Easy and simple proce-
dure for changing suppliers is of utmost
importance, as well. Last, but not least,
consumers are more active when they
are better informed.

What is the best way to sup-
port vulnerable consumers
and should this be done at any
cost?

Social electricity tariffs, e.g. lower prices
for vulnerable households, can be ap-
plied as a temporary measure in the
transitioning of the retail market to full
liberalisation, but in general, vulnerable
consumers should be supported via so-
cial policy mechanisms, not through the
price of electricity for all users.

Do you expect electricity pric-
es to go up once the market is

liberalised, and if yes, by what
margin?

The question has two aspects — national
and regional. If we assume that all nec-
essary conditions for the power market
liberalisation in Bulgaria were already in
place and full liberalisation was achieved
on September |, prices would largely
remain the same as prices on the power
exchange are currently more or less
equal to or even lower than the regu-
lated price, so significant price spikes are
not to be expected.

On a regional level, market coupling
generally leads to price convergence
towards lower prices. However, in Bul-
garia, the price of energy is only about
40% of the price for the end consumer.
Various taxes and supplement compo-
nents increase electricity bills for end
consumers, so not much room for price
movements there, either.

Are power transmission and
distribution systems in SEE
ready to take on the expect-
ed increase in electricity con-
sumption?

Grid modernisation to account for digital-
isation, decentralised generation, energy
storage and e-mobility infrastructure,
is, of course, necessary for integrating
renewable energy, for liberalisation and
market integration. These investments
will be passed on to consumers and will
increase the price of electricity for con-
sumers irrespective of movements in the
wholesale electricity price.

On the other hand, the current transmis-
sion capacity in Europe is underused and
according to ENTSO-E’s 10-year trans-
mission development plans, there are no
technical bottlenecks for cross-border
transmission of electricity in SEE.
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Electricity market

liberalisation - slow and

costly, but beneficial for SEE

By Tsvetan Ivanov, Business Analyst, SeeNews

The European Union
defines the ultimate goal
of electricity market lib-
eralisation as achieving a
secure, competitive and
sustainable energy sup-
ply to all EU citizens and the economy.

The measures for reaching this goal are
simultaneously stimulating investments
in electricity infrastructure, cross-bor-
der connectivity, and greater use renew-
able energy sources, while also enforcing
competition on the integrated internal
European power market. However, the
quest for full liberalisation and integra-
tion is far from over yet. National elec-
tricity markets are still pretty fragmented
in structure and regulatory framework.
A number of actions have been taken to
implement the directives but the results
have not been achieved within the set
deadlines and individual countries have
reached a different stage of liberalisation.

Power market liberalisation follows simi-
lar patterns in most European countries,
regardless of the period when it hap-
pens, the structure of the sector and the
economic development of the countries.
Prior to the liberalisation, electricity in
all European countries was supplied to
end customers by vertically integrated
production and distribution monopo-
lies, most often owned by the state or
regional governments. In most cases in-
dustrial customers were the first to ben-
efit from market deregulation and could
access the free market, while households
received the right to choose their suppli-
ers on average five years later.

Free market
development in SEE
follows the EU example
at a slower rate

In terms of achieving the goals of inter-
connected free European power market,

POWER MARKET CONCENTRATION#* by country (%)
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the SEE countries can be classified into
several groups. Slovenia and Romania
practically have deregulated power mar-
kets integrated into the European mar-
ket. Bulgaria, Croatia and Serbia have
liberalised their markets for industrial
customers, but full and effective liberali-
sation for households is still to happen.
All of them launched national power
exchanges in the last two years and are
working on coupling them with each
other or with other neighbouring coun-
tries. Albania, Macedonia, Montenegro,
Kosovo and Bosnia and Herzegovina still
struggle with the harmonization of their
legislation with European regulations and
are yet to begin establishing power ex-

Sources: IBEX, SEEPEX, CROPEX

changes and liberalising their markets.
A common feature of all SEE power
markets is their high extent of concen-
tration, much above the European aver-
age. In all countries except Romania the
largest electricity supplier holds more
than 50% of the market and in Serbia and
Montenegro the share of the incumbent
suppliers is close to 100%.

Bulgaria is still far
from open competitive
electricity market

Bulgaria’s electricity market is open for
wholesalers and liberalised for compa-



nies, but the country is one of the last
EU members to liberalise the market for
households. The process is still at an ini-
tial stage and full liberalisation is planned
for 2022 following the model proposed
by the World Bank.

One of the main reasons for the slow
liberalisation is the monopoly position
of the incumbent supplier, which is the
only regulated market supplier and is
obliged to buy the energy of almost all
large producers under long-term power
purchase contracts. Another reason is
the financing of large electricity infra-
structure projects in the past, which
caused financial difficulties.

According to the Association of Trad-
ers with Electricity in Bulgaria (ATEB),
a negative trend is observed since 2017
— customers who have decided to go
to the free market change back to the
regulated market, especially in the case
of small businesses due to the price dif-
ference between climbing market prices
and the fixed prices offered by the in-
cumbent supplier.

Social concerns bring
price deregulation in
Serbia to a halt

The electricity system of Serbia is char-
acterised by complete liberalisation for
industrial customers and lagging dereg-
ulation of the market for households.
Prices for end users are subsidised by
the state and kept at levels often insuf-
ficient to cover costs for generation and
transmission.

Serbia's government considers the coun-
try not ready for liberalisation of retail
power trade due to the large share of
vulnerable customers, estimated at
400,000, and the high social risks that
price deregulation would bring. There-
fore, as of end-2017 there were no con-
ditions for removal of subsidized prices,
which will continue to slow down the
process and turn potential investors in
the electricity system away.

Croatia outpaces its
SEE counterparts on
the road to liberalised
power market

Croatia is among the first SEE coun-
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tries to put its legislation in line with the
European directives and ensure a fully
liberalised electricity market for both
industrial and household customers. In
Croatia, liberalisation is underway since
2004, when the market was open for
customers with consumption above 20
GWh. Four further stages of liberalisa-
tion were implemented by 2009, when
all industrial and household customers
gained access to the deregulated elec-
tricity market.

Romania leads
the way to market
deregulation in SEE

Romania was the first SEE country
to completely liberalise its electricity
market for all types of end users. The
government abolished price regula-
tions for household consumers in the
beginning of 2018. A distinguished fea-
ture of the Romanian electricity retail
market immediately after the deregula-
tion is the significant price difference
between electricity suppliers of end
customers.

A growing number
of regional
interconnection
projects are
underway in SEE

The complete integration of the Europe-
an power market is seen as the only way
to achieve the long-term goals of the
European Union in the electricity and
related sectors. The EU regulations aim-
ing to create an integrated competitive
electricity market imply that in order to
survive small regional power exchanges
have to consolidate. National markets
are inefficient due to limited size and
fragmentation, which prevent sufficient
liquidity.

In March 2018, SEEPEX signed a memo-
randum of understanding with HUPX
(Hungarian Power Exchange) and EPEX
Spot (European Power Exchange) for
the creation of a single power exchange
for Central and Southeast Europe, and
defined market coupling with the elec-
tricity markets of Hungary, Romania,
Slovakia and the Czech Republic as a
strategic priority.

Bulgaria’s IBEX was created in the be-

ginning of 2016 and as of 2018 has no
agreements with neighbouring stock
exchanges. Talks with Romania are at a
standstill, but an agreement is expected
in the end of 2019, when the 4MMC
group will integrate into the Multi Re-
gional Coupling (MRC) project. Fur-
ther market coupling partnerships are
planned with Greece, Serbia and Mac-
edonia.

The Western Balkan 6 initiative kicked
off in 2015 as the major project for im-
provement of energy connectivity in
SEE. Its measures include power inter-
connections  Serbia-Montenegro and
Albania-Macedonia, as well as establish-
ment of regional energy market. Each
of the six participating countries has to
integrate its day-ahead market with at
least one WB 6 or EU member.

SWOT analysis of the
electricity sector in
the process of
liberalisation in SEE

Strengths

® Diversity of energy sources - all SEE
countries have the potential to rely on
solar, wind and hydro sources in addition
and as an alternative to nuclear and coal-
fired power plants.

® SEE countries are among the top
performers within the EU in terms of
implementation of the 2020 renewable
energy goals. Bulgaria, Romania and
Croatia have already met their respec-
tive targets.

® The network capacity in the region
is currently adequate for the proper
electricity flow between most countries
with very few exceptions.

Weaknesses

® Lack of favourable legislation and
delays with the deregulation process in
SEE discourage potential investors.

® Lack of competition is caused by the
strong concentration in the electricity
supply sector.

® The share of vulnerable customers
and the amount of state aid in the elec-
tricity sector is much higher than the
EU-average.
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Opportunities

® The integrated European power mar-
ket means pooling and efficient usage of
all assets and will guarantee access of
SEE producers to customers across the
continent, while local consumers will be
free to choose electricity from any Eu-
ropean supplier.

® As retail prices are expected to rise
continually, many customers will turn to
energy-efficient technologies, which will
stimulate innovation in SEE.

® The upcoming full liberalisation of
retail markets will push new suppliers
in competitive environment to provide
customers with better solutions in or-
der to attract them.

Threats

® When all borders are opened for
free trade of electricity, prices will tend
to reach equilibrium, which will affect
negatively consumers in countries with
previously lower prices, such as all SEE
countries.

® Excessive dependence on a single
country influencing the single European
market can arise, as is the case with
wholesale electricity prices dragged
down throughout Europe by the reduc-
tion of prices in Germany, caused by the
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subsidizing of renewable energy produc-
ers by end customers.

® Traditional incumbent power suppli-
ers in the region may fail to survive in
a completely competitive environment
and turn into a burden for taxpayers
through state aid.

Power market
liberalisation in SEE -
slower than the rest
of Europe, but equally
beneficial if done right

When talking about liberalisation of the
electricity market in SEE, the question is
not whether it should happen. It is ob-
ligatory under EU legislation. The ques-
tion is rather when it will happen and at
what cost.

Based on the experience of EU coun-
tries with fully liberalised markets, the
proposed market model has benefits
for customers, suppliers and power
generators. If it is applied correctly and
mistakes previously made in some coun-
tries are avoided, it is very likely that the
power market liberalisation will succeed
in SEE as well, and the integrated Euro-
pean market will be achieved.

The power market liberalisation process
in SEE will take more time than in the
rest of Europe, until the final goal of com-

Photo: blickpixel/Pixabay.com

petitive and interconnected market is
achieved. In all countries, even in the EU
members, European regulations are im-
plemented partially and with significant
delays. Since the market does not follow
market principles before deregulation,
when it is enforced usually problems oc-
cur. Therefore, at least in the short run,
some form of state intervention in price
formation is inevitable in SEE countries,
in order to ensure social stability.

As far as retail prices are concerned, lib-
eralisation will most likely lead to a con-
siderably higher overall price level in the
region than it currently is in a state-regu-
lated environment. This is the major dif-
ference between SEE and EU countries
where market deregulation is already
successfully implemented. In the UK,
Germany and other countries in west-
ern and northern Europe prices before
liberalisation were close to the market
prices and deregulation immediately re-
sulted in a decrease of the price levels
due to intense competition. In SEE how-
ever, there is little enthusiasm, because
the beneficial effects and price reduction
caused by free competition will be fully
offset in the short run by upward move-
ments towards equilibrium market price
once the subsidized tariffs are removed.
Thus, the positive effects of power mar-
ket liberalisation will be delayed in time
for end users in SEE and will also come at
a high social cost.
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Born smart in SEE,

growing up rich globally

By Mariyana Yaneva, Managing Editor, Renewables Now

When you think of

business innovations
for a low-carbon
economy, Southeast

Europe (SEE) may not

be the first thing that
comes to mind but the region sure has
some jewels to show to green business
seekers.

Croatia, for one, is home to electric
sports car maker Rimac Automobili,
which this summer attracted the atten-
tion (in the form of a 10% shareholding)
of German sports car manufacturer
Porsche.

Mate Rimac, the founder and CEO of
Rimac, who started off his business in
a garage in the town of Sveta Nedelja
in 2009, acknowledged very early on
that the company needs to focus on the
global market. "We never thought local-
ly, only globally. It was always clear that
Croatia is not a market for our prod-
ucts," Rimac told SeeNews in an inter-
view. "Going international from day one
was the only way to success."

In 2013, Rimac pocketed his first $1 mil-
lion from the sale of an electric supercar
prototype. A year later the company
raised a total of 10 million euro from
three investors. In March 218, Rimac un-
veiled the latest version of his electric
hypercar, the C Two, at the Geneva Mo-
tor Show. The two-seater now boasts
around 2,000 hp and reaches a top
speed of 412 kilometres per hour.

In July, the company’s autonomous driv-
ing team launched a fleet of research
vehicles to accelerate the development
of its autonomous driving system and
C Two’s signature feature — the driving
coach. The fleet consists of several types
of vehicles for different applications and
scenarios with higher performance . The
research vehicles can be controlled by
the company's on-board Al system and
will be used for data collection and test-
ing of the Rimac algorithms. Each vehicle
collects 6 TB of data for every hour of

driving. All that data is used to develop
our deep learning and Al models for
perception, localisation, motion planning
and driver monitoring.

Rimac’s main focus is now on high-volt-
age battery technology, electric pow-
ertrains and the development of digital
interfaces between man and machine
(HMI Development). The Zagreb-based
company also develops and produces e-
bikes under its subsidiary Greyp Bikes,
which was founded in 2013. It currently
employs around 400.

In Romania, electricity and gas supply
company Restart Energy is also thinking
globally and plans to launch a blockchain-
fuelled, peer-to-peer, fully decentralized
energy transfer platform by the end of
2018.

In February, the company raised $30 mil-
lion in a Token Generation Event (TGE)
to finance its Restart Energy Democ-
racy (RED) platform which uses block-
chain protocol, energy tokenization and
smart contracts to connect renewable
energy producers/prosumers to con-
sumers anywhere in the world.

“The idea for the RED platform was
born from my dream of creating a trans-
parent energy ecosystem that allows
and encourages free and direct energy
transfers between people, who have the
possibility of choosing renewable en-
ergy without limitations, from sources
they can trust," Armand Domuta, CEO
of Restart Energy, told SeeNews in an
interview. The RED ecosystem is com-
prised of the RED-Platform, RED-Fran-
chise and RED-MWAT Tokens.

The MegaWatt (MWAT) token is at the
core of RED’s functionality. Each MWAT
gives access to trade up to | MWh of
energy per month on the RED Platform
software. The tokenized energy traded
on the RED Platform can be physically
delivered at local rates in countries with
deregulated energy markets where Re-
start Energy will be present directly or

through franchises.

Domuta set up Restart Energy as a pri-
vate energy supply company in 2015. In
just two years after its launch, the com-
pany has reached 37,000 clients in Ro-
mania. According to the CEO, Restart
Energy will bring in $100 million in rev-
enue in 2018 - a five-fold increase over
last year. “We're planning on entering
over 40 countries in the next five years."
the CEO said.

In neighbouring Bulgaria, power sup-
ply systems manufacturer IPS has a dif-
ferent solution for the distributed en-
ergy generation market.

The company has developed a plug &
play modular system called Exeron that
enables off-grid electrification of single
or multiple objects (mini grid) in remote
or rural areas. PV, wind and diesel gen-
eration sets can be used as input power
sources and a battery can be used for
energy storage. Starting from 2 kW per
hot plug power module, the systems can
reach 65 MW in 2 or 4 kW power steps.

Initially developed for military applica-
tions, the Exeron systems are currently
operatingin 58 countries. In 2017, IPS said
it had struck a frame agreement with one
of the largest oil & gas companies in the
world for a significant number of Exeron
units to provide autonomous power for
the cathodic protection of oil pipelines in
a completely isolated, off-grid locations.
This year, a new IPS factory with an an-
nual production capacity of about 120
million euro will be launched in Bulgaria.
It will be the first 100% self-sufficient,
zero emission manufacturing facility of
its kind in Europe.

Renewables Now is an independent one-
stop shop for business news and market
intelligence for the global renewable
energy industry.

Keep up with the latest in the industry
on renewablesnow.com or contact us for
bespoke research at
sales@renewablesnow.com
or +359 (2) 80 12 622
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RORARO

BULGARIA

KORADO Group is the
world’s fifth largest supplier
of steel panel radiators
with more than 30 million
customers worldwide during
its 50 year history. The
company offers a wide range
of steel panel radiators,
tower rail radiators and
unique design radiators. The
brand name is associated
with a full range of heating
and ventilation solutions
employing state-of-the-
art technologies with high
efficiency and competitive
prices. The business strategy
for 2018 envisages expansion
and product development.
KORADO Group consists
of the parent company
KORADO, as., Ceska
Trebova,  four  trading
companies in Germany,
Austria, Poland, and UK,
and  three  production
subsidiaries -KORADO
Bulgaria, LICON HEAT
and Therm Wet. The group
employs 650 people.
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Turmoil on global radiators

market opens up new

opportunities for Korado

Vojtech Chamek,
KORADO Group CEO

Photo: Aneliya Nikolova



What are the highlights of
KORADO Group's short and
mid-term development plans
in Bulgaria? Which are the ar-
eas on which you will focus and
the segments where you see
growth opportunities?

We have already emphasised to our
shareholders that 2018 is a year of stabi-
lisation and consolidation. We are focus-
ing our energy on the full integration of
the newly acquired land and production
premises into our production facilities
and finalising the paint shop project.

We see the biggest opportunity in the
dramatic turmoil on the radiators mar-
ket. Soaring steel prices have signifi-
cantly hit the bottom lines of some of
our mainly Western-based competitors
which led to considerable changes in
the whole industry. We would like to
be among the best prepared once this
period is over.

What is the volume of your
planned investments in Bul-
gariain 2018 and 2019 and what
are the main areas to which
they will be allocated?

This year we are about to invest slightly
over | million levs in the newly acquired
production hall to have it ready for our
production purposes and in the thermal
insulation of the main administrative
building.

The paint shop project, which will most
probably be realised in 2019, will be defi-
nitely more demanding financially. We
have already received several offers and
are trying to negotiate more favourable
terms.

What are your expectations
regarding KORADO Bulgaria's
sales abroad? Which are your
key export markets and your
expectations regarding your
performance there? Do you
plan to start exports to new
markets? What are the key
challenges you face on foreign
markets?

You know that almost 98% of the pro-
duction of KORADO Bulgaria is export-
ed practically to all European countries,
from where the highest volume goes to
Hungary, Romania, the Ukraine. We also
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plan to start sales to Russia and Germa-
ny. The key challenges remain very much
the same, i.e. competitive price policy,
short lead time, good logistics and effec-
tive communication and service.

How do you see the Bulgarian
market’s short and mid-term
development?

Like all European countries, the Bulgarian
heating market has been going through a
long run of changes over the past years.
From the post-Communist era of con-
sumption of mainly cast-iron heating
units, we moved to sales of aluminium and
steel panel radiators, towel warmers and
we started to develop low-temperature
systems and low energy products.

Since 2015 we have been witnessing
growth in the heating market following
the post-2008 crisis. We should expect
gradual increase of steel panel and towel
radiator sales on the Bulgarian market
in the short-term perspective in the
new housing and replacement segment
by an average of 2% per year, triggered
by the stability in construction and rising
household consumption.

In particular, our mid-term development
will be influenced by the steps to ensure
the energy efficiency of buildings, their
certification and the respective require-
ments for the heating units. The passive
buildings and zero energy consuming
homes too are part of our mid-term
prospects and future reality, as we are
contemplating low-temperature units
like convectors, ventilation and heat re-
covery units, all of them controlled by a
click on our phone or weekly scheduled.

What are the key factors im-
pacting the local market?

In general, the local market is a small-
size market for the capacity of our pro-
duction. The trend since 2015 of im-
proving economic situation, increasing
household consumption, decreasing un-
employment and recovery in construc-
tion are the factors that will drive the
local heating market.

On the other hand, there is one sig-
nificant negative impact which comes
from the steel prices policy changes
knocking on our door, and the trade
wars that will come as a result. We are
not immune and our market and our

RORARO

BULGARIA

1 minlevs

KORADO Bulgaria’s planned
investment in new production
hall and thermal insulation of
offices

2%

Expected annual rise in steel
panel and towel radiators sales
in Bulgaria

Strong growth
potential in
bathroom and
towel radiators
segment
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RORARO

BULGARIA

The Premium
market gives us
prestige, attracts
more 1nvestors
and puts more
pressure on us to
be transparent

We see the
Western Balkans
countries and
their future plans
for EU entry as a
new opportunity.
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business will be influenced as well.

Our market, and the majority of South-
east European markets, will remain
under the impact of our southern
neighbours in the field of heating units
production.

For which products and ser-
vices do you see highest de-
mand and where do you see
untapped potential?

Unless there is a major project for the
refurbishment of the old panel houses
that could trigger large-scale replace-
ment of old cast-iron radiators, we see
this market segment increasing slowly.
However, there is strong growth po-
tential in the segment of bathroom and
towel radiators, where we plan to ex-
pand production capabilities.

We see the untapped potential in broad-
ening our portfolio with products which
meet EU requirements planned for
2020. Czech producer of centralised
ventilation units Therm Wet, which we
acquired recently, is our answer to these
EU measures. We are about to incorpo-
rate this company into our structure
and focus on its further development.

What are your short and mid-
term expectations regarding
KORADO Bulgaria's perfor-
mance on the Bulgarian stock
exchange following its move to
the Premium Segment?

From the very beginning we presented
KORADO Bulgaria’s shares as stable
shares. In our understanding, this means
shares with gradually increasing prices
and regular dividend income. You can
see that we are about to start paying
dividends twice a year, subject to ap-
proval by the Assembly general meeting
scheduled for 3Ist of October, following
the changes in the Bulgarian legislation.

The Premium market gives us prestige,
attracts more retail and institutional
investors and also puts more pressure
on us to be transparent enough for our
shareholders and to follow all legal re-
quirements linked to it.

In general, we would like to see Korado
Bulgaria’s share price a bit higher, we do
believe that the current development on
all stock exchanges is negatively influ-

enced by the beginning trade wars and,
in Bulgaria specifically, by the big IPO
process which draws the investors’ at-
tention away from other shares.

What is your take on the short
and mid-term development of
the Southeast European mar-
kets?

In general, the goal is to keep and fur-
ther develop our strong customer base
and enlarge the group product portfo-
lio. We see the Western Balkans coun-
tries and their future plans for entry in
the EU as a new opportunity and expect
significant construction projects which
should have the same influence in the
heating area.

Romania will continue to be the fast-
est growing economy and the largest
market with steady construction and
increasing consumption.

The region favours the technology
prone education and skilled workers, as
it will contribute to the development of
international companies.

How do you see other markets
in Europe where KORADO
Group is operating developing
in the short and mid-term?

In the short term, we expect even
tougher competition due the further
consolidation of our industry. In mid-
term perspective, this process is a huge
opportunity for KORADO Group, in-
cluding KORADO Bulgaria, to get new
customers and projects, especially in
Germany, Benelux and other parts of
western and central Europe.

What are KORADO Group's
short and mid-term develop-
ment plans in this context?

As noted, we would like to come out
as one of the winners of the consolida-
tion of this industry. The overall industry,
which was not in the best condition be-
fore, was recently hit heavily by the EU’s
technocratic measures towards Russian
and Chinese export of steel. A further
adverse effect on steel prices came from
Mr. Trump's steps against steel and alu-
minum deliveries to the US. We strongly
believe that thanks to KORADO Bulgar-
ia, we are ready to withstand this tough
competition.
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Start of panel
radiators production
in the former
Koventa company

1965
968

)

Own multipoint welding
line for radiators
production

1

i

NORAPO

COMPANY'S HISTORY AT A GLANCE

1987

@ KORADO Group
@ «orADO-Bulgaria

New paint shop,
significant shift in
the quality

Start of steel panel radiators
production in Bulgaria

1970

1996 1994

First fully automated
welding line from
SCHLATTER

1988
1990 @

The private company KORADO
spol s.r.o. was founded

Transformation into a stock
company, share capital increased
to CZK 880 million

1997

First significant share
capital increase to
CZK 5 million

A

1998

@
1993

Maximum production
capacity reached

@
1991

Privatisation of
Koventa company

Acquisition of a 98% stake
in the production plant in
Bulgaria

Capital entry of EBRD; share capital increased
to CZK 1,580 billion. Opening of newly built
production facilities with substantially higher
production capacity

2006

The Company produced more
than 2 million radiators

2008

(77

2010

New capillary brazing
furnace for KORALUX
radiator installed

Production of a new low
cost radiator introduced

Commissioning of the fourth

2007

Highest sales in history,
amounting to CZK 2.725 billion

welding line

2013

2017

Acquisition of Licon Heat — to supplement
the product portfolio with convectors

«
2014

KORADO Bulgaria implemented a
secondary subscription of share capital on
the Stock Exchange in Sofia and installed a
second production line for panel radiators

\\

2016

7

'y 7

The share price of KORADO Bulgaria reached the value of
BGN 6.852 per share at the end of the year, i.e. an increase
of BGN 3.319 per share from the beginning of the year

Acquisition of Therm Wet - to supplement the
product portfolio with heat exchangers and

2018

KORADO Bulgaria launched new
production line for bathroom radiators

2002

Gold Medal and Diploma for "Panel steel radiators for
water heating" - International Technical Fair Plovdiv

2010

Gold Medal and Diploma for "Radik KLASIK-R Steel
Radiator Radiator" - International Technical Fair Plovdiv

2012

Diploma for best stand and exposition - International
Technical Fair Plovdiv

30 3@

¥
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Philip Morris International
is a leading international
tobacco company, which
owns six of the world's top
international 15 brands,
spanning more than 180
markets. The company
operates and owns 46
production facilities and
employs around 81,000
people. Christos Harpantidis
is Chairman and Managing
Director of Papastratos S.A.,
an affiliate of Philip Morris
International, since August
2015.

Christos
Harpantidis,
Managing Director
for the EU South East
Cluster at PMI
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Our ambition is by 2025

at least 30% of our adult

consumers to switch to

smoke-free alternatives




The main message on your web-
site is “Designing a smoke-free
future”. What does this mean
for one of the biggest cigarrete
companies in the world?

Our industry is going through the most
significant transformation in its entire
history entering a new post-cigarettes
era. We are glad that Philip Morris In-
ternational is leading this drastic change
towards a future, where smokers who
do not wish to quit can have a better al-
ternative than to continue smoking ciga-
rettes. It’'s known that, by burning the
tobacco, thousands of harmful chemicals
are released in the smoke and at least a
hundred of them have been identified as
carcinogenic. The developments of mod-
ern technology have helped us develop
after more than 10 years of research a
fundamentally different product that
heats the tobacco instead of burning it.
Thus, no smoke and ash are formed and
the level of harmful and potentially harm-
ful substances is significantly reduced
compared to cigarette smoking. This
does not mean that using smokeless to-
bacco products is risk-free, but that it is
likely to present less risk than continued
smoking in the long run. We believe in
the potential of our smoke-free alterna-
tives to reduce individual and population
harm and that is why in the last 10 years
we have invested 4,5 billion dollars in
their Research and Development capac-
ity and production. More than 430 sci-
entific experts with various profiles, are
working in our R&D center in Neuchatel,
Switzerland, called the Cube, conducting
scientific research and assessment of our
smoke-free products. All this proves our
serious commitment towards our vision
— to design a smoke-free world.

To fulfill this mission, we needed to dis-
rupt our successful business and go for
a dramatic change. Usually businesses
are disrupted and forced to change from
outside. It happens rarely that an industry
leader would disrupt from inside its suc-
cessful business and would decide to stop
selling its most profitable product. But we
have decided to go into this completely
new direction and we believe this is the
right thing to do not only for our consum-
ers, but also for the whole society.

We are glad to observe that more and
more industries and governmental bod-
ies embrace the harm reduction ap-
proach and welcome the idea of de-
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4. 5 bin dollars

PMI investment in R&D capacity
and production over
the past ten years

signing a smoke-free future together.
Recently, the creative, media and com-
munications communities supported our
commitment to creating a smoke-free
world at the International fest for crea-
tivity Cannes Lions, while the Thessa-
loniki International Fair which took place
in the beginning of September declared
itself as the first-ever Smoke-Free fair.

What are the highlights of
your short and mid-term de-
velopment plans?

Our ambition is that, by 2025, at least
30% of our adult consumers, who would
otherwise continue smoking, switch to
our better smoke-free alternatives. This
is already happening, as to date already
5.6 million adult smokers worldwide
have switched to our most developed
heating tobacco system IQOS, which is
available in more than 40 markets world-
wide. This means that 10,000 adult
smokers per day decide to stop smoking
and choose our heated tobacco prod-
ucts. This gives us the confidence that
we are moving in the right direction to-
wards a smoke-free world and that there
is huge potential to reduce the harm
from tobacco. However, in order to re-
duce individual and population harm, we
need not only to convince consumers to
quit or switch to better alternatives, but
also to involve the whole industry, soci-
ety and regulators in this change.

We are proud to be the leader in this
major transformation, while innova-
tions, science and technology are driv-
ing our company. To date, PMI has more
than 3,400 patents granted and over
5,000 pending applications worldwide
relating to these innovative technolo-
gies. We are proud to be the 5th largest

5.6 ..

Smokers globally have switched
to IQOS

PHILIP MORRIS
BULGARIA EQOD

fast moving consumer good patent filer
at the European Patent Office, and the
only tobacco company in the top-100 of
EU Patent filers.

So far, these revolutionary smoke-free
products represent approximately 4.4
percent of PMI’s shipment volume and
around 13% of our net revenues, ex-
cluding excise taxes. At the same time,
our resources continue to shift with
approximately 40% of our global com-
mercial spending and more than 70% of
our R&D expenditure being oriented to-
wards the risk reduced products.

At the same time, we are investing in
new production facilities for the tobacco
sticks used in IQOS. Such a major invest-
ment in our region, of 300 million dollars,
was announced last year in Greece and
is about to be completed converting the
existing factory of Papastratos to a state-
of-the-art heat sticks production facility.

Such major investments in innovation
and science towards the new direction
require also a new way of thinking and
of working within the company. Moving
into a completely new digital world, we
are also hiring different profiles of peo-
ple with marketing, digital and customer
care expertise. At the same time, we
continue to develop our smoke-free
product portfolio and to improve our
customer service based on consumers’
preferences and feedback.

Our smoke-free product portfolio in-
cludes four platforms in various stages of
development and commercialization: two
products that use different innovations
to heat rather than burn tobacco, and
two e-vapor products that do not con-
tain tobacco but deliver nicotine based
on different technologies. We are glad
that the the first and most developed of
these products, the tobacco heating sys-
tem 1QQOS, is very well perceived by the
adult consumers in our region in South
East Europe and the EU as a whole.

What are your expectations re-
garding the development of Bul-
garia's cigarette market? What
are the key factors and what are
main challenges? Where do you
see untapped potential and how
would you describe the regula-
tory environment?

Bulgaria has a positive regulatory envi-
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ronment for investments and innovations
in smoke-free products. The country is a
leader in the regulatory framework, as it
has transposed entirely the EU Tobacco
products Directive in the national legisla-
tion. Bulgarian authorities have also cre-
ated a separate legislative and fiscal cat-
egory for the heated tobacco products.
A good regulatory environment was also
created for providing robust scientific in-
formation towards the consumers.

In this sense, Bulgaria created a positive
environment that allows fostering of in-
novations and science in the smoke-free
area. This is very important as the coun-
tries in our region have been criticized for
their highest smoking prevalence in the
EU. Now, thanks to the developments of
highest innovations and modern technol-
ogy together with the good regulatory
environment, it is possible to offer a cat-
egory of fundamentally different smoke-
free products that have the potential to
reduce the harm of tobacco. With this,
Bulgaria, together with the other coun-
tries in South East Europe and the EU as a
whole, is taking serious steps towards the
improvement of public health.

In terms of challenges, undoubtedly, one
of the major ones in the last period for
us was the regulatory debate in Bulgaria
on equalizing the tax on heated tobacco

Smoke-free
products represent
around 13% of
PMT’s net revenues,
excluding excise
taxes and 40%

of its global
commercial
spending

PMI has more
than 3,400
patents granted
worldwide relating
to innovative
technologies
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products and that on conventional ciga-
rettes. We are glad that the public de-
bate and dialogue with legislators in the
end have led to a more balanced out-
come to maintain the differentiated tax
approach to the new product category
that supports investments and innova-
tions in the industry with the aim to re-
duce the harm of smoking.

In terms of potential, we believe that
there is a large opportunity for coun-
tries in South East Europe to leverage
on science and innovations for all the
adult smokers and those around them.
Our vision for the world and for the re-
gion of South East Europe is that one day
all adult smokers who would otherwise
continue smoking switch to potentially
less harmful smoke-free alternatives.
But we can’t fulfil this mission alone,
we can only make it happen if we join
efforts with the scientific community,
regulators and the whole industry.

What are your research and
development plans?

In order to demonstrate that heated to-
bacco is a better alternative to continued
cigarette smoking, we have developed
a state of the art stepwise scientific ap-
proach that is similar to the pharmaceuti-
cal industry and in line with international
guidelines and best practices. For more
than 10 years, PMl is conducting scientific
research and development, evaluating the
data to build up the totality of evidence
for the tobacco heating system 1QOS.
Our conclusions about IQOS so far are
supported by findings from a range of sci-
entific studies, not just a single laboratory
test or a single clinical study.

Our approach is designed to provide 5
levels of evidence. First, we verify that
the product’s design does not pose any
additional risks compared to those al-
ready known for cigarettes. Then, we
conduct further laboratory, pre-clinical
and clinical studies to assess exposure
and toxicity vs. cigarettes. We also con-
duct perception and behavioural studies.
Finally, we monitor the long-term impact
of IQOS usage once in the marketplace.
Until now at each step of our program,
the results very encouraging in support-
ing our messages towards the reduced
risk of heat-not-burn products in com-
parison with conventional cigarettes.

Until now, we have conducted numer-
ous studies, including 8 clinical trials in

Japan, adult smokers US and Europe,
looking at the results in smokers who
continue to smoke cigarettes, who
have switched to IQOS and who have
stopped smoking. All our scientific data
is transparent and publicly available and
can be found at www.pmiscience.com
and www.clinicaltrials.gov.

What are your sustainability
efforts?

We at PMI have taken serious efforts to
fundamentally transform our business
model by putting smoke-free products
at the core of our sustainability efforts
to address wider societal challenges,
drive operational excellence and man-
age our social impact. We have set
ambitious sustainability targets and we
are proud to be ranked among the top
fast-moving consumer good companies
in terms of progress in reducing our
environmental footprint. We have also
gained recognition from our stakehold-
ers for the tangible progress in tackling
complex socio-economic challenges in
the tobacco growing regions.

Through our programs supporting the
empowerment of local tobacco-growing
communities, we believe that we can
make a global impact. The programs
we support are based on local needs
and include access to quality educa-
tion, income-generation initiatives, and
the promotion of women’s leadership
roles in society. We also help address
natural or man-made disasters and other
emergencies. At the global level, we're
working with strategic partners to fight
human trafficking, protect migrant work-
ers, and generate economic opportunity
for women. Additionally, we invest huge
resources in the fight against illicit trade
and related crimes such as corruption,
money laundering and organized crime.

We are proud that one of the best ex-
amples for a sustainable social responsi-
bility program is realized in our region,
in the Bulgarian tobacco- growing mu-
nicipalities with the support of Philip
Morris Bulgaria. Implemented for a 4th
consecutive year, the program “Summer
for Joy, Autumn for Care” is a best ex-
ample of how business and the non-gov-
ernmental sector can work together for
the economic and social development of
the local communities.
This interview is supported
by Philip Morris Bulgaria.



PHILIP MORRIS
BULGARIA EOOD

*-t.

Philip Morris Bulgaria EOOD is an affiliate of
Philip Morris International (PMI) - the leading
international tobacco company with more than
150 years of history and with 6 of the world’s top
15 international brands, including Marlboro the
number one cigarette brand worldwide, as well
as with more than 150 million people consuming
its products globally. Ever since it first came on
the Bulgarian market in 2006 the efforts of the
company and its team of innovators transcended
the mere trade in tobacco products.

For a second consecutive year Philip Morris
International was recognized as a Global Top
Employer. At national level, Philip Morris Bulgaria

received a Top Employer certificate for 2018 o

from the Top Employer Institute, as well as
“Best employer” for 2017 from AON organization
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based on a survey of the satisfaction, attitudes
and engagement of the employees.

Philip  Morris Bulgaria is also committed
to contributing to the attainment of the
UN Sustainable Development Goals. Since 2015
the company has been implementing an annual
charity program “Summer for Joy, Autumn for
Care” supporting children, elderly people and
entrepreneurs from remote tobacco-growing
regions in Bulgaria. In 2017 the program received
two prestigious awards for “Best Social Policy
by a Small or Medium-Sized Enterprise” of the
Bulgarian Business Leaders Forum and for “Best
Products (“RRPs”) - smoke-free products

that have the potential to reduce
Donor Program by a Small or
Medium-Sized Enterprise” of the
Bulgarian Donors Forum.

Today PMI is dedicated to doing
the biggest shift in its 150 years

of history towards a smoke-
free future. PMI is engaged
in the  development and

commercialization of Reduced-Risk
individual risk and population harm in comparison
to smoking cigarettes.



ZAGORKA then and now

1906

Yearly bear sales in the amount of 162
450 BGN

1958

The management initiates innovations improving the used
heavy machinery, reducing the energy consumption and
increasing labour productivity

Early 60s

Opening of ZAGORKA sport ground — paved and illuminated field for various
tournaments. The volleyball league is the first one that provides the
opportunity for the brewing company employee teams to win the ZAGORKA
cup after series of glorious victories over other local amateur teams

1961

Massive radio and press advertising campaign. The painter Petar
Russey, as art director, creates and designs new labels for all beer
brands. He is known as the father of the ZAGORKA shrift that becomes
a symbol of the beloved drink

1969

Brewing experts from the new brewery in Burgas sent to Stara
Zagora to master know-how and show-how in the brewing,
fermentation and stock facility of ZAGORKA

Starting early 70s

As a major part of their corporate policies, ZAGORKA starts to
provide various social benefits, including communal housing, the
nursery, a canteen, a library, a sanatorium, and a holiday home by
the seaside, a doctor’s and dentist’s office, even a hairdresser

2002

The brewery celebrates its 100th birthday as the market leader
with 26% market share

2009

The brewery opens doors to the public — The World of Zagorka is
the first space in Bulgaria where people can be part of the beer
production process and get to know ZAGORKA's history

2013

The BREEAM-certified eco-friendly Green warehouse of ZAGORKA
is also the first green industrial building in Bulgaria

2016

ZAGORKA, the first company which actively works towards the
sustainable development of the Brewers in Bulgaria, is chosen as
the greenest and most responsible company in the FMCG sector

by its consumers, and publishes its first Sustainability report

1902

Brewery “Time to come” founded by Dr. Konstantin Kozhuharov
in Stara Zagora

1921

Declared biggest brewery on the Balkans

1959

First automatically labelled beer bottle with a metal cap, thanks to
the new facility for metal cap production

60s

Cultural activities are initiated locally as well. Theater, vocal and folk
ensembles take place in ZAGORKA. Some of them are awarded with
medals on international creative competitions

1963

The first kinder garden in Stara Zagora opened on ZAGORKA
territory and funded by the brewing company

Early 70s

The brewery sanatorium is built on the local mineral baths spot.
All the workers are enlisted within a detailed schedule in order to
benefit from the healthcare and medical services

1994

ZAGORKA becomes a part of the HEINEKEN global family. All the
HEINEKEN values and sustainable goals are aligned within
corporate policies and good practices of the local brewing company

2003

Brewery ARIANA becomes a part of ZAGORKA and two years later
the production of the beer moves to the ZAGORKA brewery

2012

It's the year of innovations as Zagorka Rezerva, Zagorka Fusion and
Ariana Radler Lemon win over the consumers” hearts and palates

2015

Another revolutionary innovation - Zagorka Retro - is introduced on
the market. ZAGORKA also supports the first beer-awareness
campaign in Bulgaria: Positive story of beer, organized by the Union
of Brewers in Bulgaria

Today

The company is a modern and innovative brewery which is proud to
be an attractive employer and responsible corporate citizen at the
same time
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Zagorka's sustainability

strategy covers whole value

chain “from barley to bar”

Zagorka, a leading Bul-
garian brewer and part
of the Heineken group,
is implementing a long-
term sustainability plat-
form “Brewing a better
world” which aims to focus in six key
areas — protection of water resources,
reducing carbon emissions, growing
with communities, sourcing sustain-
ably, advocating responsible consump-
tion, and promoting health and safety.

With targeted actions in these areas
Zagorka covers the whole value chain
“from barley to bar”. They all fall into
the scope of the Global Goals for Sus-
tainable Development by the United
Nations Global Compact - a voluntary
initiative based on CEO commitments
to implement universal sustainability
principles and to take steps to support
UN goals.

Zagorka is currently able to recycle
99.6% of all generated waste and as-
pires to increase this share in the fu-
ture and to minimise the amount sent
to landfill. A significant decrease is
also recognised in the total amount of
waste generated at first place — 67%
in brewery production area covered.
By reducing the amount of materi-
als that cannot be reused and replac-
ing with reusable whenever possible,
the non-recycled waste is reduced by
40% as well. The numbers speak for
themselves — 61,000 pieces of wood,
17,280 kg cans and 5,900,000 pieces
of glass bottles have been recycled last
year. Sometimes the efforts cover even
on brand level: for example with the
“green” marketing decision to remove
the upper paper label from the PET
bottle of Ariana brand, and to organ-
ise a planting initiative for 2,230 new
trees, in order to raise awareness and
contribute in practice for the reduc-
tion of paper usage.

In terms of packaging, Zagorka’s re-
sponse of the current and upcoming
necessities regarding paper and plastic
usage reduction would be to set whole
new specific targets on their packaging
types, which are expected to lead to
permanent reduction of the amounts
of waste through gradual decrease of
all bottles weight and new labeling poli-
cies. Though the consumption in PET
bottles is high for Bulgaria, mainly be-
cause of the consumers’ convenience,
Zagorka is willing to provide other
solution for them to choose from. In-
formational campaigns and educational
sessions dedicated to sorting and pack-
aging have been supported by Zagorka
together with Ecopack Bulgaria. Waste
collection and returning activities take
place during all recent events organ-
ised by Zagorka, such as Ariana Foot-
ball park during Mondial 2018 and the
Beerfest in Stara Zagora.

Regarding CO2 reduction, 100% of
the Zagorka fridges distributed in the
market are “green”, which leads to less
CO2 emissions. A green fridge 37% less
energy compared to the regular ones
iduring the cooling process. Brewing
heat is being used to provide hot wa-
ter for the administrative offices and in
the packaging facilities. In general, the
whole amount of carbon emissions in
distribution is 19% less since 2010.

Zagorka’s Green Warehouse, located
in the city of Stara Zagora, is the first
green industrial building in Bulgaria op-
erating since 2013.

99.6%

Share of all generated waste which
Zagorka recycles.

What does this mean in practice? The
warehouse for beers and ciders has
been designed and certified in accord-
ance with BREEAM - a globally recog-
nized evaluation method for environ-
mental indicators of such buildings.
The facility is equipped with comput-
er-based building management system
(BMS), which controls and maintains
the lighting, ventilation, fire extinguish-
ing system and other systems in the
building with minimum energy con-
sumption and provides optimum work-
ing conditions.

Innovative green solutions have also
been implemented in the construction
process. The required storage tem-
perature for finished goods is reached
without any cooling or heating system
thanks to better wall insulation with |5
cm wide thermo panels, non-typical for
such conventional spaces floor insula-
tion, fast doors with thermo insultation
and movement velocity of 2 m/s. The
building is also equipped with heat cur-
tains that, along with the doors, pre-
vent the storerooms from cooling or
heating during all seasons. At night the
premises are being cooled via special
garret windows, opened automatically
by BMS, so the warm air could natural-
ly leave the building and be replaced by
the heavier cold air from outside. Spe-
cially shaped north-oriented windows
prevent the sunlight from affecting the
stored goods.

A computer-based system controls
the energy in the office spaces via so-
lar panels for hot water, located on
the building rooftop, window sensors
that turn off the air conditioning when
the windows are open, as well as cus-
tomized temperature control per each
room in the range of £ 3°C compared
to the regular level of 22°C. For maxi-
mum consumption of natural daylight,
the green warehouse is built in a man-
ner, so that the inner spaces without
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windows could be lightened by the
innovative Solar Tube system, which
transfers daylight to them.

Lighting switches cannot be found in
any part of the building, because the
lighting is powered automatically by
movement and light intensity sen-
sors. The artificial light sources in the
Green Warehouse premises are based
on LED technology. The warehouse
is surrounded by green walls from Li-
gustrum, a plant known for absorbing
dust. The construction process of the
warehouse base began in the end of
2011 and has been completed a year
later. The surface of the new green
production warehouse covers around
3000 m? and the cumulative invest-
ment equals more than 2 million Bul-
garian levs.

Besides these green innovations, there
is also an integrated system that gath-
ers and utilizes rainwater, used in ser-
vice spaces and office rooms as well as
for hygienisation of the storage space.
Thank to these and such innovative
decisions, the water consumption re-
duction targets until year 2020 have
already been accomplished. 3.3 hl/
hl is the average water resources us-
age achieved currently in the brewery,
which means 6% less in comparison
with 2015.

Sustainable sourcing is also a major
part of the Zagorka sustainability tar-
gets. Being one of the top contributors
to Bulgarian economy, the company is
also supporting Bulgarian farmers fol-
lowing strict requirements and policies.

On corporate level, the company sup-
ports various green initiatives that fall
into the scope of the “Brewing a better
world” platform, with Zagorka Green
Fund: an annual competition for eco-
logical projects and ideas on local level.
The company has already granted fund-
ing for initiatives like — building an Eco
Class room in Kazanlak, making better
isolation for energy saving at a school in
Radnevo, and Green Bus Station which
is about to be built in Stara Zagora.

Zagorka implements responsible con-
sumption values organising information
campaigns on a corporate brand level.
As part of the global Heineken com-
mitment to advocate responsible con-

Zagorka has been
distinguished as
greenest company

in the FMCG

sector in Bulgaria.

sumption, Zagorka spreads the "When
you drive, never drink" message every
year, focusing on driving and consuming
behavior, and on a company level the
“Game over — alcohol is not a game”
targeting NGOs, parents and teach-
ers in order to provoke a discussion
regarding underage alcohol consump-
tion and the best ways to prevent it.
In order to provide the consumers
the opportunity to choose responsi-
ble drinking, Zagorka offers a strong
portfolio of non-alcoholic brands for
different tastes and preferences, suit-
able for non-conventional consumption
occasions also during the day coming as
a response to consumers’ needs and
demands, driven by the global and lo-
cal cultural trend of living a balanced
lifestyle.

Heineken 0.0 gives consumers the
choice to go non-alcoholic without
compromising on a quality beer expe-
rience.

For a third consecutive year Zagorka
has also been distinguished as a “green-
est company in the FMCG sector” by
the Spontaneous perception survey,
conducted by TNS based on the opin-
ion of consumers aged between 18 — 55
years, residents of big cities and Sofia,
as well as by an independent Bulgar-
ian annual competition, organized by
B2Bmedia".
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BVB in talks with peer

bourses on regional ETF

By Nicoleta Banila

Adrian Tanase
CEO the Bucharest
Stock Exchange, BVB

In the beginning of 2018 Romania's
financial regulator ASF approved
Adrian Tanase's appointment as CEO
of the Bucharest Stock Exchange, BVB,
for a four-year term. BVB is the biggest
stock exchange in Southeast Europe
(SEE) with a market capitalisation of
over 36.3 billion euro.

It has been a few months since
you took over as CEO of the
BVB. What are your main
short and mid-term goals?

Bucharest Stock Exchange (BVB) man-
aged to perform positively in a diverse
and complex environment in the first half
of the year. First, as far as the equities seg-
ment is concerned, two listings occurred:
a technical one by the furniture producer
Elvila and an IPO by Purcari Wineries, the
first company from the Republic of Mol-
dova to be listed on BVB. [..]

In an ever more complex international
and national environment, the local
market has also experienced some tur-

bulence as we witnessed a market re-
adjustment towards the end of the first
half. Nevertheless, the index including
the dividends went up by 1%, this two-
digit growth rate placing Romania among
the best-performing markets within EU.

The capital market is not only about
numbers and cents despite popular belief
evangelising it as such. To me, one of the
best news from the first half was when
global index provider MSCI announced it
had improved several criteria regarding
the local capital market, such as market
regulation, information flow, and trad-
ing, proving our projects are on the right
track and that investors’ perception to-
wards the local market has improved.

For the second half of the year, the main
objective of BVB is to bring forward to
its shareholders a proposition to imple-
ment a central counterparty clearing
house (CCP), which is the key financial
institution that will help us re-launch the
derivative market. We closely collabo-
rate with the supervision authorities to
have a solid business plan presented by
year-end, as we aim to have the CCP
launched by the end of 2020. As short
term goals, we will keep on developing
the market to the best of our abilities
so that investors can soon take advan-
tage to the fullest of lending operations,
short-selling trading or a more flexible
framework for OTC transactions.

Do you think the BVB will ful-
fill the eligibility criteria for an
emerging market in 2018?

The upgrade to the Emerging Market
status is a consequence of our strategy,
and should not be seen as a goal by it-
self. By improving the market liquidity,
increasing the number of investors, and
bringing more companies to the Main
Market, all the criteria needed to see
Romania promoted to the next level
will be fulfilled and, as a consequence,
the global index providers will include
Romania in the category of Emerging
Markets. Whether it happens this year

or in the following years comes second
in importance. [...]

What are your expectations
regarding IPOs of private and
public companies by the end of
2018?

We have ongoing negotiations with the
finance ministry to issue a bill allowing
the state to subsidise half of the listing
costs for the new companies planning to
get listed. Of course, the number of new
listings matter, surely the size of the deals
counts too, but what really matters at
the end of the day is that the local capital
market gains robustness, for we do not
operate only with money but also with
trust. Needless to say, more listings, both
IPOs and SPOs, and more bonds issues
will start taking place once companies
and investors solidify the level of trust
in the local economy and have a positive
outlook for the future. We are in talks
with other stock exchanges from Bul-
garia, Hungary, the Czech Republic, also
Poland, in order to create a regional ETF,
which could be listed on international
markets. We want to widen the possi-
bilities offered to those investors who do
not have a trading account opened in this
region or who do not want to buy solely
what Romania has to offer.

How does the political and fis-
cal uncertainty in Romania af-
fect investors and BVB's de-
velopment?

Agility seems to be the key to perform-
ing under enormous stress load and
complex, rapidly changing situations as
we are experiencing nowadays in both
domestic and foreign markets. At BVB,
we are constantly adjusting to different
market conditions to not only meet but
also exceed investors’ expectations.

Obviously, political stability, both do-
mestic and foreign, would help any stock
exchange advance at a faster rate for
uncertainty has killed more trades than
any other fear investors may have.
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Financial companies eye

first private bourse in SEE

By Klaudjo Jonuzaj

Artan Gjergji

Albanian Securities Exchange
CEO

The private Albanian Securities
Exchange (ALSE) was founded by
Tirana-headquartered Credins Bank
and American Bank of Investment (ABI
Bank) with 42.5% shareholding interest
each and AK Invest, one of the biggest
non-banking financial institutions in
Albania, with 15%. Credins Bank and
ABI Bank hold 0.13% and 2.85% of
the total assets of Albania's banking
system, respectively. Since the start
of operations in February 2018 only
government securities have been traded
on the exchange. However, ALSE has
a full operating licence and once the
full institutional infrastructure is in
place, it can operate as an exchange for
the full range of securities, including
government bonds, corporate bonds
and company shares.

What has ALSE achieved since
it started operation in the be-
ginning of 2018 and what new
challenges have emerged?

ALSE got a licence in July 2017 and con-
cluded the procedure of interfacing the

system with the central bank within
some months. So, we officially started
operation on February 22, 2018. The
results of the first months were better
than we expected. The trading volume is
more than 10 million euro in five months
with a total of 53 transitions and trading
securities volume of 72,648. ALSE has
four members - Tirana-headquartered
Credins Bank, American Bank of Invest-
ment (ABI Bank), International Com-
mercial Bank, and Tirana Bank. As you
know, the Albanian Financial Supervision
Authority (AFSA) has set a condition on
ALSE to trade only government securi-
ties during the first year of operation.
Therefore, it’s easier for banks to trade
government securities because they are
custodians at the same time. On the oth-
er hand, it’s harder for brokerage firms
because in order for them to trade in
ALSE, they need to have a contract with
a custodian. This is a technical issue that
we managed to solve lately. Now, | guess
soon we will have a few brokerage firms
on board. This will increase the competi-
tion in the market, the trading volume
and the number of transactions.[...]

Of course, our policy is to have inter-
mediaries as much as possible in order
to cut costs, meaning that the public and
the investors will have lower costs in
trading securities. This will also increase
the effectiveness and efficiency of the
market. [...] In order to trade in ALSE,
interested financial institutions should
have a licence from AFSA, comply with
the legal framework, and then apply and
comply with ALSE regulatory frame-
work too. [...]

When do you plan to start
trading in corporate bonds and
shares in addition to govern-
ment securities on ALSE?

ALSE aims to expand the market with
corporate bonds and shares. But, we
should not forget the architecture of
Albanian financial market is missing an
important part, which is the central de-
pository. [...] So, this is a complex situa-

tion. It’s not only an issue related to the
companies. Once that missing piece of
the puzzle is in place, we will have the
opportunity to have companies listed in
our system. [...] Of course, this is a new
development for them. Albania never
had an experience before with capital
markets. [...]

What is ALSE doing to encour-
age companies to start raising
capital through the stock ex-
change and promote its plat-
form as a marketplace?

When we started trading, we kept a
low PR strategy profile in order to build
trust step-by-step without rush. [..] We
are also trying to become part of the
financial education. We signed a memo-
randum of understanding (MoU) with
other eight associations dealing with the
financial market including the Albanian
Association of Banks (AAB), insurance
companies, and investment funds, aim-
ing to get involved in the financial educa-
tion process. On the other side, ALSE
have organised different conferences
and lectures in universities trying to
reach young people who study econo-
my because we see this as an investment
for the future. [...] ALSE is also work-
ing with the central bank and the AFSA
in order to improve the legislation, the
regulatory framework, and also help
match the priorities of the payment sys-
tem with the needs for development in
the capital market. [...]

In your opinion, companies of
which sectors of the Albanian
economy could be the first
potential candidates to raise
capital through ALSE?

The businesses that need capital in large
amounts are producers, big investors
or financial institutions. From our con-
tacts and meetings, service companies,
construction companies and those of
financial sectors are the main busi-
nesses showing interest in raising capital
through the stock exchange in Albania.

M3IAIB3Ul/STIYLSNANI dOL



TOP INDUSTRIES

58

M&A in SEE - Pick-up in

investment activity continues

by Julian Gikov, Konstantin Ivanov, Octavian Goga, Helena Simicevic,
Raiffeisen Bank Internarional

Julian Gikoy,
M&A Director -
SEE Region, RBI

BULGARIA

The stable growth in M&A activity in
Bulgaria gained significant momentum,
to reach a five-year high in 2017 and
further outperformed in the first half of
2018. The average transaction value in
2017 significantly increased to levels of
around 49 million euro with an upward
trend in 2018.

Noteworthy M&A deals in Bulgaria in
the last 18 months included the sale of
NBG'’s local subsidiary bank UBB to the
KBC Group, the Belgium financial group,
for a consideration of 610 million euro
and the purchase of Telenor Bulgaria,
the third largest telecom operator by
PPF. The most scalable pending transac-

Growth on the mergers and acquisitions (M&A) market in Southeast
Europe (SEE) continued to accelerate in 2017 and 2018. M&A activ-
ity in most SEE countries was influenced by political headwinds, global
economic investment sentiment, as well as excessive funding availabil-
ity. Nevertheless, local specifics rather than common features tended
to shape the market in each country. Romania kept its lead as the
hands down market leader in the region, supported by sound economic
performance and sector maturity. M&A activity in Bulgaria is set to
outperform on the basis of robust GDP growth and political stability,
whereas in Croatia political volatility and Agrokor’s restructuring af-
fected the deal flow. Despite the slow recovery of the Serbian economy,
starting from a low, the M&A landscape largely improved in the last
twelve months with privatisation playing a key role. Following a multi-
year climb on the back of improving economic outlook, Slovenia saw a
slow-down in M&A activity as some major manufacturing and financial
deals failed to materialise. From sector perspective, SEE sees a surge in
interest in fast-moving consumer goods (FMCG), the technology, media
and telecom (TMT), the financial sector and infrastructure. Interest
remains dominantly limited to sector national champions or high value-
add niche product companies, but improving consumer confidence
already serves to bring purely domestic players into focus. In addi-
tion, with around 10.5 billion euro allocated for investments in Central
and Southeast Europe (CSEE) by private equity firms, complemented
by strong Chinese interest, the region is set to benefit from increas-
ing fund raising. At the same time, having sufficient funding, financial
sponsors seem to be facing a shortage of robust targets to invest in.
Key deal drivers for the SEE region will remain regional and national
consolidation processes, privatisation, and restructurings.

M&A DEALS IN SEE (2010-2018)
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Albania Bosnia Bulgaria Croatia Maced Mold M gro R Serbia Slovenia TOTAL
2010 6 2 18 12 - | 2 40 10 9 100
2011 | 3 20 20 3 2 | 32 18 14 114
2012 2 4 34 14 3 | - 31 9 16 114
2013 3 2 27 16 - 3 51 13 23 138
2014 I 5 21 18 2 2 44 9 20 123
2015 | 2 26 17 2 2 39 12 27 128
2016 7 3 28 23 | - 2 62 13 23 162
2017 Il 3 46 35 4 2 2 151 23 34 311
YTD 2018 3 20 13 | | 52 7 14 I
M&A TRANSACTIONS TOTAL VALUE in millions of euro

Albania Bosnia Bulgaria Croatia Maced Mold M gro R Serbia Slovenia TOTAL
2010 57 I 920 592 - 12 18 455 145 659 2,869
2011 - - 1,650 290 78 7 20 410 1,506 375 4336
2012 850 20 2,080 160 19 13 365 149 319 3975
2013 4 1,360 285 - - 20 490 1,160 1,927 5246
2014 100 79 820 584 4 - 65 1,480 224 770 4,126
2015 - 45 1,003 1,004 - - 47 3074 715 1,038 6926
2016 585 7 1,382 796 8 - 8 3442 185 1,076 7489
2017 112 46 2235 370 65 - 124 4071 886 589 8498
YTD 2018 1,000 166 1,483 506 118 3272

tion for 2018 is the long-anticipated con-
cession of Sofia Airport. Key sectors for
M&A continued to be the financial ser-
vices, commercial real estate, consumer
goods, TMT, as well as energy and in-
dustrials.

The financial services sector in 2018 is
to be further impacted by the exit of
Societe Generale from the region and
the acquisition of its Bulgarian bank by
OTP for 500 million euro. This is the
second major acquisition over the past
two years which closes at P/B ratio of
above 1.0x, testifying to the improved
macroeconomic and political standing of
the country.

Strong investor sentiment for real es-
tate materialised in a number of deals
for commercial real estate over the past
I8 months. The most significant of those
were the acquisitions of Mall Serdika and
Paradise Mall by the South-African fund
NEPI for 207 million euro and 253 million
euro, respectively. Another of the trade-
mark real estate commercial spaces in
the capital city, The Mall, was acquired
by Hyprop Investments, another South-
African fund, for a reported 156 million
euro. Other commercial real estate as-
sets changed ownership as Galleria Varna
mall was acquired by Delta Holding for
60 million euro, while Galleria Stara Zag-
ora and Burgas were acquired by Prime
Capital and MAS Real Estate for 62 mil-
lion euro. Low interest rate environment
and the improved consumer sentiment
remain the key growth drivers.

Another indication of strengthening

foreign investors’ confidence are the
acquisitions of the largest bottled wa-
ter producer Devin by Belgium’s Spadel
from Advent International for 120 mil-
lion euro, as well as the purchase of the
exclusive Pepsi beverages and Prisun
juices producer and distributor by the
leading CEE water and beverage player
KMV. In addition, British American Ta-
baco (BAT) acquired the most popular
cigarettes brands from Bulgartabak for a
price of 105 million euro.

TMT remained a hot sector for foreign
investors in Bulgaria. The acquisition of
Telenor by PPF Group set the tone in
a sector where opportunities for con-
solidation and convergence continue
to drive the deal landscape. The Czech
group is also looking to close on the ac-
quisition of Nova Broadcasting Group
from MTG, a deal in the vicinity of 185
million euro. A number of small trans-
actions mark the software and technol-
ogy scene, where the local pool of talent
continues to attract investors while in
addition to the now standard interest
from international venture capital funds,
we see strong strategic interest from
the likes of SEGA, LINK Mobility Group,
and Thunder Software Technology indi-
cating a certain comfort with the market
that was not as evident previously.

Energy and industrial segments were
marked by the acquisition of Energore-
mont Holding by Dietsmann for 50 mil-
lion euro, as well as the acquisition of
TPP Varna from CEZ by local investors
for 50 million euro. The renewable en-
ergy sector continues to attract interest

on the secondary market from local as
well as international infrastructure and
energy focused groups.

Healthcare is another strong segment
where deals in 2017 were predominantly
done in the retail and wholesale phar-
maceuticals. The sector is set to attract
further interest due to demographic
factors impacting local demand in con-
junction with the excellent position for
expanding on healthcare tourism.

The most notable public sector invest-
ment opportunities are select pending
concessions with key highlight being
the tender process for Sofia Airport
launched in July 2018, which is expected
to attract major international strategic
players, whilst the concession for Plov-
div Airport seems less certain after ac-
quisition talks with China’s HNA Group
were discontinued.

CROATIA

Following a year of high transaction
volumes Croatia’s M&A activity slowed
down in 2017. It was a difficult year for
the Croatian economy mostly due to
the negative effects experienced as a re-
sult of the massive restructuring of the
country’s biggest concern Agrokor. The
structural importance of this company
to the country’s economy translated fur-
ther into political instability. Neverthe-
less, despite the economic slowdown,
the Croatian GDP growth remained
stable at 2.9%. Tourism sector assets
showed exceptional resilience to the
overall trend and dominated the M&A
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market in 2017. The list of recent deals in
the industry includes: Hotel Kempisnki
acquisition by the Serbia’s MK Group,
the TUI Blu Jadran hotel acquisition by
TUI AG for 31.5 million euro, the Hotel
Marijan acquisition by Adris Group.

KKR’s regional consolidation strategy
generated the country’s largest transac-
tion - the acquisition of CME’s broadcast
operations for a consideration of 135
million euro.

The investment activity in the energy
sector is slowing down due to adverse
regulatory changes. During 2016, these
changes resulted in a number of dis-
tressed asset sales and significantly
halted the development of renewable
energy projects. 2017 saw limited num-
ber of energy deals such as the Chinese
Norinco International 76% stake pur-
chase of Energija Projekt wind park for
32 million euro.

The industrial sector highlighted the
Chinese batteries producer Camel
Group’s investment in the electric su-
percar companies Rimac Automobili and
Greyp Bicycles.

In line with its privatisation strategy, the
government continues to explore op-
tions for companies such as Petrokemija,
Croatia Airlines, as well as for a num-
ber of tourism related highly depreci-
ated real estate assets. The announced
intentions for the repurchase of MOL’s
stake in the oil and gas company INA
by the Croatian government as well as
the potential sale of a 25% stake in HEP
are currently on hold. The announced
potential sale of the so called “non-
strategic” companies is expected to at-
tract investor interest for targets such
as the food producer Podravka, electri-
cal equipment producer Koncar and the
port operator ACI and Croatia Banka.

Going forward, the M&A activity ob-
served in 2017 is expected to rebound,
stepping on the stable GDP develop-
ment. Furthermore, Croatia’s accession
to the EU had a positive overall impact by
increasing investor confidence and pro-
viding access to long-term EU funding.
Whilst the ongoing sector consolidation
and the privatisation in the tourism and
hospitality sector will be a key driver of
M&A activity, Agrokor’s restructuring
may bring a number of attractive assets
to the market in the course of 2019.
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ROMANIA

The country remained the leader in
M&A activity in the SEE achieving deals
value increase of 15%. The country’s
market size naturally draws significant
inbound foreign strategic and private
equity interest representing 67% of the
total transaction value. Whilst domestic
transactions constitute a 30% share, the
outbound transactions remain low at
3%, which indicates the early-stage of lo-
cal capital development. Out of close to
150 transactions for 2017, over |15 were
more sizable, with value in excess of 100
million euro evenly distributed among
the key sectors.

Two of the top ten transactions were
in the energy and utilities sector, both
constituting large minority buyouts. Enel
paid 401 million euro to the Romanian
state for 13.6% stakes in E-Distributie
Muntenia and Enel Energie Muntenia.
The deal materialised after a long period
of negotiations and legal disputes. On
the other hand, Electrica SA concluded
a deal with Fondul Proprietatea fund to
purchase its 21.9% stakes in its subsidiar-
ies SDEE Muntenia Nord, SDEE Transil-
vania Nord, SDEE Transilvania Sud and
Electrica Furnizare for a price of around
165 million euro.

Penta Investments-backed international
pharmacy chain Dr. Max took over A&D
Pharma wholesale and retail pharmacy
businesses in a deal valued at around
350 million euro. This consolidation has
turned Dr. Max into the largest player
the pharmaceutical market.

The banking sector consolidation has
produced the third largest deal - Banca
Transilvania’s takeover of the local struc-
tures of Greece’s Eurobank in a transac-
tion estimated at 240 million euro. Eu-
robank’s exit from Romania has been
driven by an EC-approved restructuring
programme.

Another high profile transaction with
a value in excess of 200 million euro
was the acquisition of integrated con-

5%

rise in M&A deals value in Romania.

tainerboard and corrugated packaging
manufacturers EcoPack and EcoPaper
by DS Smith, a global leader in corru-
gated packaging for the FCMG sector.
The transaction followed the buyer’s re-
gional expansion strategy.

More than 25 deals were in the real es-
tate sector, with Radisson Blue Hotel
change of ownership from Elbit to the
UK-based private equity fund Revetas
Capital for 170 million euro being the
most notable deal. Looking at the top ten
transactions, it is worth noting the entry
of the two private-equity funds Vitruvian
Partners (UK) and Polaris Private Equity
(Denmark) which acquired stakes in two
local businesses developed by both local
(BitDefender — IT) and foreign investors
(Premium Porc Group - Agribusiness),
respectively. In addition, Key Safety Sys-
tems backed by the Chinese company
Ningbo Joyson EC purchased Takata
Corp operations in a transaction valued
at some |50 million euro.

In 2018 Romania continues to be an at-
tractive market for both private equity
and strategic investors. In the first half
of the year, more than 50 transactions
have been reported amounting to some
2 billion euro..

The two largest transactions occurred
in the banking sector. Erste Group
bought a 6.3% stake from SIF Oltenia
in Banca Comerciala for 140.5 million
euro, whilst the UK-based Agro Group
announced plans to acquire Bank Leumi.

With an estimated value of 100 million
euro, the acquisition of Farmexim and
Help Net by the German group Phoenix
was the largest transaction in the phar-
maceutical sector, while the forestry
sector witnessed the transaction for
Cascade Empire forest assets between
Schweighofer group to the Swedish
GreenGold valued at 90 million euro.

Also, the real estate sector delivered nu-
merous transactions, the most relevant
ones being the takeover of the Oregon
Park project by Lion’s Head Investment
from Portland for around. 140 million
euro, the sale of 100% of Militari Shop-
ping Center to the South-African fund
MAS Real Estate for 95 million euro
100% of Campus 6.1 to the Austrian
CA Immo for 53 million euro and Sibiu
Shopping Mall to the South-African fund
NEPI Rockcastle for 2Imillio euro.



SERBIA

M&A activity in Serbia has seen a sharp
increase compared to previous years
where it traditionally lacked the volumes
and depths of neighboring countries. In
2017 and the first half of 2018 we have
seen a number of large-scaled deals.

A landmark deal for the past year was
for the Belgrade Airport where the
French Vinci Airports won the tender
for the 25-year concession with an up-
front concession fee of 501 million euro
along with investment programme com-
mitment for above 732 million euro. The
exit of Telenor from the CSEE region
was the most notable deal of the first
half of 2018 where PPF Group pur-
chased the local subsidiary as part of the
package deal for the south-east business
of the Norwegian telecom group.

The financial industry dynamics also
shaped the M&A sector in 2017 — mainly
international players exits satisfying
consolidation drives of existing local
competitors. Examples include the sale
of the Piraeus Bank to Direktna Banka,
the take-over of Jubanka by the local
MK Group, and the acquisition of the
Vojvodjanska banka by OTP. The trend
continued in 2018 with the acquisition
of Telenor Banka by PPF Group and
the takeover of VTB Group by Andrej
Sljahov, a Russia-based private investor.

Lastyear’s transactional activity highlights
the increase to a majority ownership of
Napred razvoj in the country’s largest
construction company Energoprojekt
Holding. In addition, GTC acquired Bel-
grade Business Center, whilst the Ser-
bian food concern Swisslion acquired the
winemaker Vrsacki Vinogradi. The data
storage and imaging services company
Data Outsourcing Centre d.o.o. was tak-
en over by the leading US NYSE-listed
data management player Iron Mountain —
despite the relatively small size the trans-
action highlights IT sector attractiveness
in the inbound M&A radar.

Bor - the copper mining and smelt-
ing complex is expected to be another
marquee deal for the metals and mining
sector following the sale of the Zeleza
Smederovo steel mill company.

Other state-owned enterprises for
which privatization procedures are in
preparation include the insurer Dunav
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Food, retail, IT to
drive M&A activity
in Serbia.

Osiguranje and Serbia’s largest bank
Komercijalna banka.

In addition, after a process of restruc-
turing and debt-for-equity swaps, sev-
eral other large state-owned companies
now have good prospects to be more
attractive to investors and may soon be
on the privatization agenda — e.g. the
pharmaceutical producer Galenika, agri-
cultural company PKB the bus producer
Ikarbus, the rubber manufacturer Tigar,
the furniture producer Simpo and the
bus company Lasta.

Among the reasons for the increased
M&A activity in Serbia has been the ini-
tiation of the EU accession process. The
structural reforms initiated in 2015 have
also raised the government’s credibility.
In the private sector, food and retail are
expected to continue to drive M&A,
joined by technology and software devel-
opment which are increasingly attractive.

SLOVENIA

M&A activity in Slovenia experienced
a considerable decrease in 2017 in both
number and total value of transactions.

Key M&A drivers in Slovenia remain in-
dustrial sector, banking restructuring,
private equity in-bound investment and
privatisation, while the private sector
is generating an increasing number of
smaller deals. Partially due to the very
limited ability of local banks to offer ac-
quisition finance at present, private M&A
activity in Slovenia is primarily driven by
international and regional investors.

Private equity investors and privatiza-
tion remained key deal drivers in the
past 18 months. The top transactions on
the Slovenian market have been backed
by private equites across all industries
- from banking to retail/wholesale and
manufacturing. These include CME’s
broadcast operations acquired by KKR
for 95 million euro, the Merkur Group
retail business acquired by the US-based
fund HPS Investment Partners for a price
of 77.6 million euro; Paloma’s paper hy-
giene products production acquired by
the Slovakian PE Eco Invest.

In addition to this, 2016 and 2017 were
active with respect to transactions in fi-
nancial industry with private equity capi-
tal driving the bulk of transactions. The
American PE, Apollo global Management
jointly with EBRD acquired the oldest
and the largest Slovenian bank NKBM
in 2015. Subsequent to this acquisition
further consolidation of the market was
driven through acquisition of KBS banka
and Raiffiesien unit in Slovenia making
NKBM a second largest bank in Slovenia.
Further consolidation of the market has
continued in 2017 through Apollo Glob-
al acquisition of Summit Leasing from
Sumitomo Corporation and acquisition
of a stake in Gorenjska banka by Serbian
AIK Banka.

Another PE-backed transaction was the
Chinese AGIC Capital acquisition of Fo-
tona - a medical lasers producer, for 80
million euro.

Despite the successful recent privatisa-
tion of, among others, the second larg-
est Slovenian bank NKBM, Aerodrom
Ljubljana, coatings producer Helios
Domzale, automotive parts producer
Letrika, medical lasers producer Fotona,
ski equipment manufacturer Elan and
household appliances maker Gorenje,
state-owned sector still represents a
significant area of interest and will gen-
erate significant activity in the short to
midterm period. The government fol-
lows the announces in 2015 privatisa-
tion plan for 80 enterprises. However, it
plans to retain significant influence (25%
+ | of the shares) in 23 of these which
are deemed as “strategic”. This category
includes energy company Petrol, gas
supplier Geoplin, holding company Sava,
Steel group SlJ, gaming company Hit, na-
tional lottery company Loterija Sloveni-
je, petrochemical company Nafta Len-
dava and reinsurer Pozavarovalnica Sava.
Above 55 state-owned entities for which
the strategy envisages complete disposal
include the Central Securities Clearing
Corporation (KDD), poultry producer
Perutnina Ptuj, footwear manufacturer
Peko, dairy Pomurske mlekarne.

A number of companies on the market,
controlled by banks due to high levels of
debt are also deemed for sale.

Positive macroeconomic outlook will
further boost M&A activity which is
already at high levels, if not booming,
across many sectors.
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How GDPR affects

business in SEE

by Maya Aleksandrova,

Attorney-at-law/Senior Associate

CMS Reich-Rohrwig Hainz
The General Data external legal and IT consultants; under-
Protection Regulation taking actions to secure cross-border
(GDPR) was approved  data transfers within and outside the

in 2016 but went into

effect as of May 25,

2018, as it repealed

and replaced the pre-

viously existing EU

legal data protection
framework. The main prerogative of the
new data regime is the establishment of
more rights for private individuals, the
demonstration of transparency and the
levy of more robust rules for enforce-
ment in case of non-compliance with the
legislation.

The most important obligations that the
GDPR establishes and develops for all
businesses in the EU include the follow-
ing: update of privacy policies and notic-
es; update of the relevant declarations
of consent; maintain records of data
processing activities; review and amend-
ment of the relevant website content and
policies; adapting the provisions of com-
mercial and employment agreements;
improvement of the legal grounds for
data transfers; establishment of stricter
procedures for notification of the indi-
viduals and the competent authorities in
case of security breach. In certain cases,
the companies are required to carry out
a data protection impact assessment for
particular data processing operations
and to appoint a data protection officer/
representative in the EU.

The abovementioned obligations lead
to considerable administrative and or-
ganisational efforts and changes for the
companies, including spending a substan-
tial budget for adopting policies, per-
forming of staff training and concluding
the necessary agreements; undertaking
the appropriate technical and organisa-
tional measures; creating new jobs and
extending security/data protection staff;
coordinating the internal efforts with

corporate group, etc.

In practice, the first mass awareness
wave about the new data regime came
for the SEE companies in the autumn of
2017. By this time, only the major players
such as some of the banks, insurers, tel-
ecoms, etc., had commenced preparing
for the new data rules. The businesses
needed time to be acquainted with the
changes that GDPR requires, determine
a budget and appoint team members to
handle the GDPR implementation. In
many cases, companies are still undergo-
ing the exercise of becoming fully compli-
ant with the new data protection rules.

Although under the GDPR there are
some requirements that are carved-out
for small companies, most obligations
apply to all enterprises irrespective of
their size and activities. Since it entered
into force, the GDPR has affected the
different-sized businesses in the SEE
region in an exceptionally ambiguous
way, as the economic segmentation of
the companies in this part of Europe
encompasses a variety of entities (i.e.
large international corporations, institu-
tional investors, local SMFE’s, as well as
one-man companies), and there is a vast
financial and organisational gap between
them.

Another significant issue comes from

One-third of local
companies in EU
member states in
SEE tried to show
GDPR compliance
by May 2018.

the fact that some countries in the SEE
region are EU members, while others
are not. In this regard, there are specif-
ics in the way that the GDPR affects the
business in the SEE region.

For the businesses domiciled in EU
member states the situation is straight-
forward — they fall under the GDPR’s
terms and are obliged to follow the re-
quirements of the new regulation. These
businesses have to modify the way they
collect, process and store personal data.
However, and more importantly, the
GDPR applies extraterritorially — not
just to organisations within the EU, but
also to businesses who offer goods or
services to individuals in the EU, or
monitor the behavior of individuals in
the EU. For the companies in countries
outside the EU, this means that they are
required to apply one set of rules when
they process data of individuals outside
the EU and another set of rules when
they process data of individuals located
in the EU. Moving forward, these differ-
ences in the data processing regime and
requirements in the various SEE coun-
tries in and outside the EU should be
taken into consideration by the foreign
investors outside the European bloc,
which plan to do business from another
part of the world into countries in the
SEE region.

In addition, there is a special requirement
for the businesses outside the EU (which
fall under the GDPR regime) to appoint
a representative in one of the member
states, where are the data subjects,
whose data is being processed (i) in rela-
tion to the offering of good or services,
or (i) for the monitoring of their behav-
ior. The purpose of such representative
is to act as a point of contact with the
data protection authority in the respec-
tive country, where the data subjects are
located. Affected companies would be
exempt from this obligation only to the



extent that the data processing happens
occasionally and does not include large
scale processing of the so-called “sensi-
tive data”, and is therefore unlikely to re-
sult in a risk for the rights and freedoms
of the respective individuals.

Currently, there is no official informa-
tion on the percentage of the SEE com-
panies that are aware of the new rules.
In reality, most of the companies, which
began implementing the new data rules,
commenced their preparation one or
two months before the GDPR’s appli-
cation, in the spring of 2018. We had a
bunch of clients’ requests in the first half
of May, asking for immediate assistance
before May 25, 2018. As the GDPR
implementation process is a complex
procedure, which requires coordinated
legal, administrative and IT efforts from
the business, very small number of
companies in the SEE region succeeded
in reviewing and redrafting their poli-
cies, and concluding the necessary data
processing agreements and supporting
GDPR documentation by May 25, 2018.
Based on information from unofficial
public sources, about one third of the
SEE companies located in the EU have
tried to show compliance by the GDPR’s
implementation date. The percentage is
even smaller for the non-EU member
SEE countries.

Some companies are still working on
the implementation of the new rules
and have taken the approach to cover
first the “visual” issues such as privacy
policies, notices and agreements, and to
complete the entire process at a later
stage. At one end of the spectrum there
are companies which are aware of the
new regulation, but do not understand
that it concerns them, and there are
even companies that have not heard of
it at all. Based on our experience, the
percentage of companies in the latter
group is significantly higher in the SEE
countries outside the EU than those in
the EU.

In line with the trend in the rest of the
EU, the new data regime impacts most
significantly business sectors in the SEE
like banking, insurance, telecommunica-
tion, media, marketing, healthcare, etc.,
which process personal data on a large
scale and/or special categories personal
data, the so-called “sensitive” data. Most
of these companies have undertaken
substantial efforts and ensured a consid-
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erable budget to prepare for the GDPR.
In particular, the multinational compa-
nies are more aware of their responsi-
bilities, and therefore have taken struc-
tured measures for their subsidiaries in
both the EU and non-EU SEE countries.
Consequently, the multinational compa-
nies often prefer to appoint a data pro-
tection officer at a group level, whereas
this person is responsible for keeping in
line the privacy of the entire corporate
group.

As expected, larger companies in the re-
gion are more proactive and diligent in
terms of GDPR and have taken more ef-
forts to challenge the GDPR implemen-
tation than the small and medium-sized
SEE companies. One of the reasons for
this are the large-scale fines, which may
reach up to 20 million euro or 4% of a
company’s worldwide turnover for the
last financial year (whichever number is
higher). On the contrary, the approach
of many of the small and medium sized
companies is to wait for clear-cut in-
structions from the local regulators and
standard forms of documents to com-
plete. There is a general lack of under-
standing among the latter of the exact
meaning of the “personal data” definition
and still there are companies claiming
that they do not process any personal
data, whilst having employees and con-
tracting other parties.

Even though the GDPR has a general
application, in practice the local data
protection authorities are required to
amend and adopt the local acts on the

GDPR and to develop the general rules
of the regulation. The adjustment of the
local laws in the different countries in
the region raises a lot of questions and
concerns for the companies in the SEE
region. Some countries like Croatia suc-
ceeded in adopting their legal acts for
implementing the GDPR provisions by
May 2018. Others like Romania adopted
their local legislation soon thereafter.
There are others as Bulgaria, who are
still working on their local acts and the
changes in the legislation are still antici-
pated. Although the local authorities in
the most of the countries issued exten-
sive materials giving interpretations of
the GDPR before the time of its appli-
cation, and there are ongoing training
sessions, there is still a large number of
companies, which have not established
their role and obligations under the
GDPR. The prolonged legislative pro-
cesses, which are still running in most
SEE countries, is also another reason for
postponing the completion or for some
companies even the start of the imple-
mentation process.

In conclusion, if your business has not
prepared for the new data protection
regulations yet, you should reconsider
your strategy and develop a plan for
compliance with the GDPR.

The present article is not intended to be a
comprehensive guidance on the GDPR and
the respective data protection rules, but rath-
er an informative piece showing the authors’
comments on the impact of the new data re-
gime over the companies in the SEE region.
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Reading between
the data

by Michael Paier,
General Manager, IBM South East Europe

Have you checked latest news and trends?

® In July the International Space Station, located more than 200 miles above
Earth welcomed its first Al space assistant — CIMON (short for Crew Interac-
tive Mobile Companion), designed to work with Alexander Gerst, the European
Space Agency astronaut commanding the Horizons mission. Built as a partner-
ship between IBM, Airbus, and the German Aerospace Agency (DLR), this free-
flying, zero-g-ready Al is being used in various scientific experiments and, in rare
moments of leisure, engages in a friendly conversation with Gerst. CIMON joins
a long list of space achievements for IBM, which has helped NASA and other
organizations from the early space missions to the present. [photo]

® The average person makes 35,000 decisions today, many unconsciously, but
especially important are willful ones that require deep thought and important
facts, like should | refinance my house? Or who should | vote for in the next elec-
tion? Very soon such questions could be answered with the support of Al such as
IBM's Project Debater, which can ingest billions of sentences to provide unbi-
ased facts to help us all make the right choice.

There are many indi-
cations that we are
approaching the cusp
of a transformative
industrial and tech-
nological revolution.

Against the backdrop of radical disrup-
tion, no one knows how South East Eu-
rope will develop over the next decade.
But one thing is clear — today’s leaders in
industry, academia and government must
actively navigate the journey to digital

excellence in order to prepare the re-
gion for the next decade and avoid mar-
ginalisation.

South East Europe is not alone, however.
Mastering the latest digital technologies



and their applications is and will continue
to be a key component of economic de-
velopment and competitiveness for all
countries. We are only at the beginning
of the digitalization process — a process
sure to touch every aspect of the econ-
omy and society, every facet of our pro-
fessional and personal lives. The success
of a nation will depend on how well it
understands and accepts that the com-
petition is global with geographical dis-
tances as well as national borders largely
disappearing due to increasingly more
efficient communication networks and
globally available platforms and applica-
tions.

Indeed, increased connectivity will ignite
an explosive upsurge in the amount of ac-
cessible data. It is expected that by 2030,
around 200 billion devices, sensors, and
people will become interconnected, ex-
panding from the Il billion connections
today. Such an influx of data and data
sources will no doubt create numerous
opportunities in all areas of industry and
society and effectively become the en-
gine of growth and differentiation. Tech-
nological advancement in fields such as
data acquisition and sensor quality will
aim to enable high-precision data collec-
tion from all areas of life.

Over the coming 10 to |5 years, the digi-
tal identity of an individual will become
more important than ever. Combin-
ing collected information from various
sources could provide new and timely
insights into society and serve as a basis
for accurate predictions in various areas
of application, including healthcare, edu-
cation and finance. Essentially, our digital
imprints and the analysis thereof could
become a key source for automatic de-
cision-making processes and for solving
a large number of problems. The poten-
tial is huge, but not without major chal-
lenges. Issues around cybersecurity, data
integrity, privacy and data ownership in
the digital world are growing and must
be addressed in a sustainable manner be-
fore the full potential of digitisation can
be exploited for the benefit of the gen-
eral public.

Progress in information technology is
accelerating to the extent that it will
prompt innovation in most industries
and perhaps pave the way for the stand-
ardization of today’s budding technolo-
gies such as Artificial Intelligence, Block-
chain, Virtual Reality and IOT as major
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data provider. Such promising technolo-
gies as well as the availability of accurate
real-time data sources will enable the
transition to highly personalized and
fine-grained service provisioning and
consumption in major areas of society as
finance, mobility, working environment,
retail, insurance, healthcare, to name a
few. As the digitalization process contin-
ues to progress, new technological pos-
sibilities will create new social needs and
demands. The transition from education
to work will become more fluent and
we need to prepare that it will become
a repeating cycle in growing number of
professions.

Those cities, industries and countries in
which infrastructure and social struc-

CIMON

tures respond the fastest to these de-
mands and dynamics will establish them-
selves as global innovation hubs. In this
respect, South East Europe has got pre-
conditions to leapfrog and profit in the
new era. Key enablers, including eco-
nomic stability, vibrant start-up commu-
nity as well as investments into advanced
infrastructure and education, put the re-
gion in a very favorable position.

Later this year at Think South East Eu-
rope, 400+ business leaders and opinion
makers from across South East Europe
will gather to discuss what’s next for
businesses and industries across the re-
gion and the whole world. If you feel like
joining the discussion, follow this link:
https:llwww-05.ibm.com/silthink-see/
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Southeast Europe:

connectivity is the key

by Gregor Potocar, Managing Director of SAP SEE

Southeast Europe (SEE)
is a highly important
region for SAP - the
business software com-
pany employs more
than 1600 people in this
region alone, most of
them in development
and engineering posi-
tions. There are many experts in other
European countries who came from this
region, with broad knowledge and rel-
evant experience. We are continuously
hiring and investing here.

While the countries of SEE are different
in many respects, at the same time many
things connect them. One is technology.
Businesses in numerous sectors have
realised the value of digital transforma-
tion, and they are taking the first steps

towards using the very same technology
as pioneers within Western European
or American companies. For instance,
chatbots are being developed for bet-
ter customer care, Internet of Things
technology is being implemented to
make better-run cities, and consumer-
grade technology is spreading among
the business community. Who would
have believed four or five years ago that
companies from Bulgaria, Romania, Ser-
bia or Croatia would show a similar at-
titude towards cloud technology as their

Cloud technology
is SAP’s fastest
growing segment
in the SEE region.

overseas peers! Now, cloud technology
is SAP’s fastest growing segment in the
SEE region.

As | see it, the biggest technological in-
vestments in SEE are taking place in the
manufacturing sector where there is
growing competition with Asian compa-
nies. Businesses here have begun to not
compete on price, so they are about to
employ advanced production scenarios,
offer products with more added value,
and further guarantee the quality that
conforms with the criteria of, for exam-
ple, the German automotive industry.
They can justify prices with the high level
of innovation they put into their produc-
tion.

The firms in the financial services sector
are also acting fast, and understandably



so, as their markets are also changing
at a very fast pace as new risks and op-
portunities arise. Many banks and insur-
ance companies address these with new
solutions. They realise that solving new
problems with old solutions is a nearly
impossible task. These companies are
working in a heavily regulated industry,
but can enjoy the advantages of faster
processes, and give more positive expe-
riences to their customers - for example
simpler processes or tailor-made offer-
ings - on the fly. These are of course the
areas where modern technology can be
of assistance. These factors and “newly”
opened regulations are among the main
reasons for the rise of fintech compa-
nies. Together with “traditional” start-
ups, there is no lack of will to trans-
form industries within SEE. As | meet
with executives of organisations across
these countries, many are dedicated to
winning the industry 4.0 paradigm (ac-
cording to my own impression, eight out
of ten SEE executives are willing to in-
novate) and set to change the business
model with leveraging technology of, for
example, machine learning, big data, and
mobility.

In many of the countries of SEE there is
also a significant movement in the public
sector. Governments are seeking ways
to provide better life conditions for
their citizens, to simplify the manage-
ment of public affairs, education, and in-
frastructure. | see the greatest potential
for development in the healthcare sec-
tor. All SEE countries operate a public
healthcare system which in many cases
is exposed to multiple challenges. Fund-
ing is not a problem — the challenge is
how the funding should be spent, backed
by connected and transparent data. This
is also a sector where the management
of human capital is of great importance.

Many experts say that small countries
are appropriate “test beds” for new
solutions, strategies, technologies, and
ways of work. We should be exploit-
ing this more to our advantage. Con-
sider the example of Estonia. Thanks to
its bold initiative this small Baltic state
has become one of the most advanced
digital states in the world. This success
story is reproducible in the SEE region,
where we can see an opening to bring
the macro and micro environment to
the next level.

The countries in the region have many
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opportunities. For instance, SEE could
better exploit its geographical position,
making logistics a huge industry not nec-
essarily owned by global players. Tour-
ism also offers a lot of opportunities
- there are already many new projects
which aim to bring a superb travel ex-
perience.

One of the main drivers of progress in
SEE countries is that they will be more
and more connected. The new genera-
tions of workers and experts are more
mobile than their parents were: many
build their careers — at least in part —in
other countries, and in numerous cases
in another SEE country. The transfer of
knowledge and culture can be strength-
ened by the growing infrastructure: new
roads and railways are being built, new
flights (should) connect the capital cities.
This connectivity extends to the econo-
my in the region overall. SEE countries’
population approaches that of Germany
- their biggest commercial partner - it
only takes smart decisions for the econ-
omy to follow suit.

* %%

SAP is the world’s largest provider of enter-
prise application software. It has |1 offices
in Southeast Europe (SEE) and more than
1,600 employees in the region. Its custom-
ers include both the largest enterprises and
small businesses.
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Eight out of ten
SEE executives
are willing to
innovate.

One of the
main drivers of
progress in SEE
countries 1s that
they will be
more and more

connected.
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Mergers and acquisitions

with profound effect upon

Bulgarian banks' online

reputation

by Petar Galev, Media Analyst, Perceptica

The aim of this study is to seek a correlation between a bank's portfolio
(in terms of consumer finances, such as consumer loans and mortgages)
and the way its products were perceived on social media. The study
features the ten biggest Bulgarian banks (in terms of the combined total
of consumer loans and mortgages extended as of March 31, 2018) with
significant social media presence.

All social media mentions of the consumer lending products (includ-

ing credit cards) offered by those banks were subsequently analysed in
terms of user sentiment. The final Social Media Perception Index (with
values ranging from | to 10) is a combination between the overall vol-
ume of mentions (how popular the bank was on social media) and users'
predominant sentiment of their products. The study analysed a total of
2,633 comments made in the first half of 2018 on Twitter, forums, blogs,
and public Facebook pages and groups.

One bank managed
to distinguish itself
as a leader not only
in terms of extend-
ed loans, but also
within the social
media conversation.
In fact, DSK Bank is
far ahead of all of its
competitors, with only Central Cooper-
ative Bank (CCB) attaining a similar So-
cial Media Perception Index. DSK mainly
achieved this thanks to the fact that it
featured in pretty much every conversa-
tion about consumer lending.

Both CCB and DSK profited from their
credit cards aimed at frequent flyers.
The discounts coming alongside those
plastics were the subject of numer-
ous online conversations, helping those
banks score higher in terms of social
media perception.

Mergers and acquisitions had a profound
impact upon banks' online reputation.
United Bulgarian Bank (UBB), for exam-

ple, suffered from its recent acquisition
of ClBank. Former CIBank customers
were highly vocal in decrying the chaos
at the merged bank's offices and the
overall uncertainty they faced. Societe
Generale, on the other hand, is about to
become a part of DSK Bank, prompting
its long-time clients to remember the
good things their bank had to offer.

Fibank's performance showed that the
sheer volume of mentions was not al-
ways a good thing. It received a lot of
hate and users evidently refuse to use its
products because of the negative asso-
ciations they make with its major share-
holder Tseko Minev.

RANKING

DSK Bank

DSK Bank was part of pretty much every
notable social media discussion of Bul-
garian banks. Its clients were willing to
offer advice and share their positive ex-
perience in connection with every topic

& dskbank

olp grous

Social Media 8.7
Perception Index

Rank st

that had anything to do with consumer
lending, be it credit cards, consumer
loans, or mortgages. DSK Bank mainly
won their hearts thanks to its e-banking,
described as fast, easy to use, and a rare
example of a system that is readily ac-
cessible to the visually impaired. Adding
the Wizz Air credit card to their port-
folio made the bank especially popular
amongst people who love to travel and
take advantage of the ever so popular
low-cost flights.

Still, DSK could not escape the negativ-
ity of social media users, especially that
directed at banks making major acquisi-
tions. While DSK's acquisition of Societe
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56 Bank

Raiffeisenbank

Postbank

UniCredit

Fibank
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Positioning of the top ten banks according to the combined total of consumer loans and mortgages they have extended as of March 2018 (x axis) and their Social Media
Perception Index (y axis). The bubble size denotes the size of the conversation on the respective bank's consumer loan and mortgage products.

Generale Expressbank is yet to be final-
ised, clients of the latter have already
gone to social networks (and Facebook
in particular) to share their worries that
DSK would not be able to provide the
same high level of service.

Central Cooperative Bank

Central Cooperative Bank
Our clients feel important

Social Media 8.6

Perception Index

Rank ond
(CCB)

CCB was the stand-out example for
an otherwise smaller bank that was
perceived extremely positively on so-
cial media, to no less extend thanks to
their partnership with airline Bulgaria
Air. Users praised their great service
and superb mortgage offers. A number
of consumers had opted to refinance

their mortgages with other banks via
CCB, while others pointed out to the
great conditions they offered to state
employees in particular. Many were also
happy to find out that, unlike most other
banks, CCB was not trying to force life
insurance on them alongside mortgages.
The main concerns about CCB came
in connection with phishing attacks
targeted at their clients. The bank evi-
dently failed to communicate its stance
quickly enough, leaving some custom-
ers wondering if the e-mails they were
receiving were legit or not. Another
minor concern had to do with users
worried that the bank is Bulgarian and
has no mother bank to help in case it
ran into trouble.

Societe Generale

Expressbank

With news emerging that Societe Gen-
erale Expressbank was about to be ac-
quired by DSK, clients flocked to pro-
fess their love for SG on Facebook and
forums. Client service was a particular
highlight in their praise. Users were es-

SOCIETE GENERALE
EKCNPECBAHK
Social Media 6.4
Perception Index
Rank 3d

pecially happy with the way the bank
dealt with theft from credit cards in a
swift and satisfying manner. Many saw
Societe Generale's exodus from the
country as a worrying sign for the Bul-
garian banking system as a whole.

The rare negative comments mainly
concerned a technical issue that denied
clients access to their e-banking for a
couple of days in May. Some clients also
alleged that the bank had stopped offer-
ing adequate interest rates on mortgag-
es, immediately after news of its upcom-
ing acquisition broke out.

Raiffeisenbank
Raiffeisenbank Bulgaria received fa-
vourable reviews for its e-banking
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Raiffeisen
BANK

Social Media 6.1
Perception Index

Rank 4th

services which recently went through
a complete redesign. The new version
is seen as slick and easy to navigate.
Additionally, users liked the cashback
and limits of credit cards offered by
the bank. Service was the single most
negative aspect of Raiffeisenbank's on-
line image. Users decried the incompe-
tence of bank employees as well as the
way they tried to convince clients they
were required to get life insurance
with their mortgage.

Allianz Bank

Allianz @)

Social Media 57
Perception Index

Rank 5th

Allianz Bank was one of the rare exam-
ples of a bank that users viewed mostly
in a neutral manner, lacking extreme
criticism or praise. As a whole, the bank
was rarely involved in online discussions.
Its clients described it as a good place to
secure a consumer loan, provided one
had a high official income. The negativ-
ity was even rarer and mostly resulting
from a story involving leaked data of Alli-
anz Bank clients which was subsequently
used to secure quick loans.

Postbank/Eurobank

P postbank

Social Media 5.6
Perception Index

Rank 6th

Postbank offers one more example of the
way mergers and acquisitions between
banks have negative effect upon clients.
Although Postbank acquired Alpha Bank
back in 2016, clients of the latter still
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remember the experience and warn
customers of banks facing acquisition
of what is to come. Elsewhere, existing
Postbank customers were also unhappy
with the way the bank had changed the
reference rate on mortgages from SOFI-
BOR to Prime, without providing any in-
formation on the methodology behind
Prime. On a positive note, social media
users talked up the substantial discounts
on purchases in IKEA stores made with
Postbank credit cards.

¢ UniCredit

Social Media 5.0
Perception Index

Rank 7th

UniCredit Bulbank

Bulgaria’s biggest bank, UniCredit Bul-
bank, attracted a significant amount
of user attention comparable only to
that around DSK Bank and Fibank.
Negative and positive comments were
evenly split, with consumers finding it
especially hard to reach a consensus
on whether UniCredit's e-banking was
actually good or not. Users acknowl-
edged the positive attitude of UniCred-
it employees, especially in comparison
with that offered by other banks. How-
ever, Bulbank should also be wary of
losing mortgages to other banks which
are more flexible when negotiating a
reduction to interest rates.

™= PIRAEUS

Social Media 3.7
Perception Index

Rank 8th

Piraeus Bank

Piraeus Bank was not particularly pop-
ular with social media users. What is
more, the rare comments on its con-
sumer lending portfolio were predomi-
nantly negative, especially when it came
to the fees they levied upon credit card
transactions. Some users did like the
bank's TV ads for consumer credits fea-
turing actor Leonid Yovchev.

Social Media 3.5
Perception Index

Rank gth

United Bulgarian Bank (UBB)
UBB was the biggest casualty of social
media's hatred for bank acquisitions.
Thus, in spite of holding the second
largest combined portfolio of consumer
credits and mortgages, UBB also had
the second-lowest Social Media Percep-
tion Index. The chaos emerging from
the acquisition of CIBank, led to a wave
of users announcing their intention of
switching from UBB to another bank.
According to the predominant view,
UBB's best employees had left, post-
acquisition, and the ones that remained
were incompetent and blatantly unfa-
miliar with the bank's products.

\ Fibank

MupBa unBacmuyucnna Ganka
Social Media 2.3
Perception Index
Rank 10"
Fibank

Social media perception of Fibank was
heavily influenced by the controversial
reputation of its major shareholder
Tseko Minev. Even when noting that the
bank offered adequate services or prod-
ucts, many users concluded they would
choose another bank, citing political or
other concerns around Fibank's owner-
ship.

Some users are further worried by what
they describe as a substantial portfolio
of nonperforming loans, giving them
pause when considering a credit with
Fibank.

* %%

Perceptica (www.perceptica.com) is
a team of professionals specialised in
creating innovative in-depth reports
based on online media analytics.
Mapping brand perceptions among
customers provides valuable insights
for helping brands, individuals and
organisations thrive.
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Albania

3dVOSANV133S

TOP 10
in millions of euro
No SEE TOP Company name Indust Total revenue | Y/Y change in | Net profit/ Net profit/
100 No pany ry 2017 revenue loss 2017 loss 2016
Operatori i Shperndarjes se Energjise Elektrike D o
| 137 (OSHEE) Sha. Electricity 4625 -1.49% 13.8 18.7
2 179 Kastrati Sh.a. Petroleum/Natural Gas 3277 -1.95% 7.5 82
3 312 SPIECAPAG - Albania Branch Construction 209.6 85.37% N/A 15
4 350 Bankers Petroleum Albania Ltd. Petroleum/Natural Gas 1924 24.85% 44 -42.5
5 426 Europetrol Durres Albania Sh.a. Petroleum/Natural Gas 1635 44.32% 0.783 0.484
6 445 Genklaudis Sh.a. Petroleum/Natural Gas 1559 29.83% 0.840 -1.5
7 458 Kurum International Sh.a. Metals 149.3 44.16% N/A =37
8 492 EROIL Sha. Petroleum/Natural Gas 138.7 175.19% 0015 0.009
9 515 Vodafone Albania Sh.a. Telecommunications [29.3 -0.10% N/A 36
10 556 Info-Telecom Sh.pk. Telecommunications [12.1 9.32% 30 17
Source: National Registration Center Albania, Monitor magazine (www.monitoral), Company annual reports
GDP and GVA FDI
(in billions of Albanian leks) ' GDP HGVA (in millions of euro)
1 600 000 1 000
1 400 000 950 //
1 200 000 900 /,\\ /
1 000 000 850 / u
800 000 800 /
600 000 750 /
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200 000 650 ~
600
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Source: Institute of Statistics Source: Bank of Albania
ALBANIA ECONOMY FORECAST UNEMPLOYMENT RATE FORECAST
(yly change in %) (% of total labour force)
@ Volume of imports of goods and services @ Gross domestic product, constant prices 14
® Volume of exports of goods and services @ |Inflation, average consumer prices
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5 \S 3
f—
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3
2 12
|
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Source: International Monetary Fund (IMF) World Economic Outlook Database — April 2018 Source: International Monetary Fund (IMF) World Economic Outlook Database ~ April 2018
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Bosnia and Herzegovina

TOP 10
in millions of euro
v = e e |
| 88 JP Elektroprivreda BiH d.d. Electricity 590.6 I'1.68% 0317 6.6
2 98 Bingo d.o.0.Tuzla Wholesale/Retalil 5318 1357% 370 345
3 123 Optima Grupa d.o.0. Banja Luka Petroleum/Natural Gas 4377 36.75% -305 -11638
4 124 Holdina d.o.o. Sarajevo Petroleum/Natural Gas 4368 12.60% 1.7 43
5 188 ArcelorMittal Zenica d.o.o. Metals 3142 13.20% -6.0 -0.394
6 220 Konzum DOO Wholesale/Retall 269.7 -29.85% -324 2215
7 229 BH Telecom d.d. Telecommunications 2644 -527% 323 474
8 242 Aluminij d.d. Metals 250.1 41.08% -108 219
9 270 Boreas d.o.o. Kresevo Wholesale/Retalil 2349 13.20% 1.7 36
10 282 Petrol BH Oil Company d.o.o. Sarajevo Petroleum/Natural Gas 224.6 5.19% 29 42
Source: LRC Engineering Ltd, Sarajevo
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Bulgaria

TOP 10
in millions of euro
No SEE TOP Company name Indust Total revenue | Y/Y change in | Net profit/ Net profit/
100 No pany Y 2017 revenue loss 2017 loss 2016
| 5 Lukoil Neftochim Burgas AD Petroleum/Natural Gas 2962 28.79% 1554 60.9
2 6 Aurubis Bulgaria AD Metals 2,638 56.83% 201.2 100.6
3 17 Natsionalna Elektricheska Kompania EAD Electricity 1,605 1.90% 35 -65.8
4 23 Lukoil-Bulgaria EOOD Petroleum/Natural Gas 1,375 -2.07% 3.1 -20
5 47 Kaufland Bulgaria EOOD & Co KD Wholesale/Retalil 887.0 427% 398 45.0
6 72 CEZ Elektro Bulgaria AD Electricity 649.7 -0.12% 18.6 0342
7 91 Bulgargaz EAD Petroleum/Natural Gas 5762 [1.19% 48 188
8 95 Saksa OOD Petroleum/Natural Gas 5533 28.50% 5.7 59
9 96 Express Logistic and Distribution EOOD Wholesale/Retalil 546.6 -0.02% 52 19
10 97 Astra Bioplant EOOD Petroleum/Natural Gas 5432 39.89% 1.0 58
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Croatia

TOP 10
in millions of euro

v = e e |

I 9 INA d.d. Petroleum/Natural Gas 2,440 21.77% 189.8 212

2 26 Konzum d.d. Wholesale/Retalil 1217 -1342% -525.2 -246.0

3 29 Hrvatska Elektroprivreda d.d. Electricity [,174 -021% 484 1752

4 40 Prvo Plinarsko Drustvo d.o.o. Petroleum/Natural Gas 1,028 134.11% 337 238

5 55 Hrvatski Telekom d.d. Telecommunications 833.8 2.07% 119 1203

6 79 Petrol d.o.o. Petroleum/Natural Gas 6259 10.15% 8. I3.1

7 8l Pliva Hrvatska d.o.o. Pharmaceuticals 6193 261% 689 734

8 84 Lidl Hrvatska d.o.o. kd. Wholesale/Retalil 6179 16.05% 356 321

9 92 HEP-Operator Distribucijskog Sustava d.o.o. Electricity 5757 -34.65% 90.5 88.3

10 94 Plodine d.d. Wholesale/Retalil 5643 9.59% 14.7 10.1
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Macedonia

TOP 10
in millions of euro
No SEE TOP Company name Indust Total revenue | Y/Y change in | Net profit/ Net profit/
100 No pany Yy 2017 revenue loss 2017 loss 2016

| 19 Johnson Matthey DOOEL Chemicals 1,485 10.34% 96.8 1213

2 139 EVN Macedonija AD Electricity 3985 3.28% 276 28.1

3 151 Okta AD Petroleum/Natural Gas 376.6 21.46% 33 54

4 196 Makpetrol AD Petroleum/Natural Gas 305.9 12.38% 49 6.3

5 297 Elektrani Makedonija AD Electricity 219.0 -3.39% 8.6 13.7

6 415 Makedonski Telekom AD Telecommunications 169.4 -211% 225 168

7 454 Kromberg & Schubert Macedonia DOOEL Wholesale/Retail 151.4 41.89% 2.7 19

8 464 EVN Elektrodistribucija DOOEL Electricity 1469 N/A 47 N/A

9 467 ﬁ/lubhc Enterpr|se for State Roads of Republic of Civil Engineering 1463 41.64% 842 336

acedonia
10 500 Van Hool Makedonija DOOEL Automobiles 1356 5.11% 9.3 89

Source: Central register of the Republic of Macedonia, Company annual reports
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Moldova

TOP 10
in millions of euro
No SEE TOP Company name Indust Total revenue | Y/Y change in | Net profit/ Net profit/
100 No pany Yy 2017 revenue loss 2017 loss 2016
| 147 Moldovagaz SA Petroleum/Natural Gas 3822 35.07% 944 126
2 462 Energocom SA Electricity 147.3 -13.87% 0289 0961
3 485 Orange Moldova SA Telecommunications [42.1 1.54% 21.3 212
4 530 Termoelectrica SA Electricity 1223 0.56% 19 -34
5 619 Moldtelecom SA Telecommunications 927 -1741% 30 35
6 729 Moldcell SA Telecommunications 66.6 15.29% -138 28
7 773 Supraten SA Building materials 580 7.37% 28 0.666
8 829 Tirex-Petrol SA Petroleum/Natural Gas 48.6 -3.00% 0533 0584
9 870 Floarea Soarelui SA Food/Drinks/Tobacco 43.1 -28.23% 1.7 0.098
10 967 Retelele Electrice de Destributie Nord SA Electricity 33.1 76.02% 49 29
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Montenegro

TOP 10
in millions of euro
v = [t ey |
I 203 China Road & Bridge Corporation D.O.O. Beijing, China | Civil Engineering 2963 194.59% 531 -100
2 212 Elektroprivreda Crne Gore AD. Electricity 2762 3.00% -0948 18.3
3 313 Voli Trade D.O.O. Wholesale/Retalil 209.0 3.77% 43 34
4 497 Jugopetrol AD. Petroleum/Natural Gas 1363 16.04% 76 50
5 504 Hard Discount Lakovic D.O.O. Wholesale/Retail 1322 10.19% 30 4.1
6 523 Mercator-CG D.O.O. Wholesale/Retail 1252 591% 0332 19
7 578 Uniprom D.O.O. Transportation 105.6 55.59% 0.782 0494
8 635 Bemax D.O.O. Metals 879 3741% 209 170
9 639 Crnogorski Telekom A.D. Telecommunications 86.4 -737% 5.1 94
10 704 Domaca Trgovina D.O.O. Wholesale/Retalil 71.0 8.03% 19 4.1
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TOP 10
in millions of euro
No SEE TOP Company name Indust Total revenue | Y/Y change in | Net profit/ Net profit/
100 No pany Yy 2017 revenue loss 2017 loss 2016
| | Automobile-Dacia SA Automobiles 5,025 11.62% 1157 100.5
2 3 OMV Petrom SA Petroleum/Natural Gas 3531 16.89% 5150 199.9
3 4 OMV Petrom Marketing SRL Petroleum/Natural Gas 3264 428% 68.8 84.9
4 7 Rompetrol Rafinare SA Petroleum/Natural Gas 2,487 28.59% 89.8 15.4
5 I Kaufland Romania SCS Wholesale/Retail 2,177 4.24% 143.9 143.9
6 13 Rompetrol Downstream SRL Petroleum/Natural Gas 1,942 9.49% 36.2 137
7 14 British American Tobacco (Romania) Trading SRL Food/Drinks/Tobacco 1,920 8.80% 65.6 148.1
8 16 Star Assembly SRL Automobiles 1,620 35342% 528 1.6
9 20 Carrefour Romania SA Wholesale/Retalil 1,477 18.61% 450 36.1
10 21 Lidl Discount SRL Wholesale/Retalil 1415 16.85% 757 479
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TOP 10
in millions of euro
No SEE TOP Company name Indust Total revenue | Y/Y change in | Net profit/ Net profit/
100 No pany Yy 2017 revenue loss 2017 loss 2016

| 10 JP Elektroprivreda Srbije Electricity 2316 6.38% 288 712

2 12 Naftna Industrija Srbije AD Petroleum/Natural Gas 1,953 21.20% 2353 130.6

3 42 FCA Srbija DOO Automobiles 992.8 -13.92% 180 172

4 56 Delhaize Serbia DOO Wholesale/Retalil 819.8 12.55% 36.1 103

5 57 Telekom Srbija AD Telecommunications 7942 0.16% 1232 1232

6 58 Mercator-S DOO Wholesale/Retail 7879 -9.93% -58.0 -14.6

7 59 JP Srbijagas Petroleum/Natural Gas 7597 18.85% 141.6 176

8 61 EPS Distribucija DOO Electricity 7335 -5.16% 203 -30

9 66 HBIS Group Serbia Iron & Steel DOO Metals 6953 101.58% 0.021 10.7

10 68 Nelt Co DOO Transport 669.0 3.12% .3 79
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TOP 10
in millions of euro
No SEE TOP Company name Indust Total revenue | Y/Y change in | Net profit/ Net profit/
100 No pany Yy 2017 revenue loss 2017 loss 2016
| 2 Petrol d.d. Petroleum/Natural Gas 3,791 17.94% 64.3 437
2 8 GEN-l d.o.o. Electricity 2,456 48.28% 135 8.6
3 15 Holding Slovenske Elektrarne d.o.o. Electricity 1,659 2821% 19.7 44.4
4 18 Revoz d.d. Automobiles 1,594 46.79% 348 159
5 25 Krka d.d. Pharmaceuticals 1,228 6.44% 153.7 102.9
6 27 Poslovni Sistem Mercator d.d. Wholesale/Retail 1,199 -10.62% -203.7 =774
7 43 Lek d.d. Pharmaceuticals 964.6 7.05% 83.2 74.8
8 46 Interenergo d.o.o. Electricity Generation 8938 139.87% 29 9.7
9 52 Gorenje d.d. Electronics 844.3 15.28% 0473 37
10 60 IMPOL d.o.. Metals 751.6 27.57% 19.6 15.4
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