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>> IMF: Bad loans remain a
risk in Bulgaria
High levels of non-performing
loans remain a risk to
Bulgaria’s financial system,
the International Monetary
Fund (IMF) warned, urging
a more targeted strategy
towards bad loans. The high
NPLs in the Balkan country’s
lenders stood at 13.7 percent
of total loans as of June 2016,
compared to an EU-weighted
average of 5.5 percent. The
NPL ratio in Bulgaria eased
to 13.2 percent at the end of
2016 from 14.6 percent at the
end of 2015. By the end of
March, it had fallen further
to 12.6 percent but still well
above the EU average.
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Bad debts sell-off
in Bulgaria doubles

T

he amount of non-performing loan portfolios (NPL) sold by Bulgarian
banks and other creditors in 2016 surged two times on the year to BGN
900 million reaching a record value in the short history of the industry,
the Association of Collection Agencies in Bulgaria’s (ACABG) data showed.
“The growth that companies in our business have been reporting and the
penetration of foreign investors in the sector are a signal that the debt purchasing
market is among the fastest growing ones in Bulgaria”, Nina Stancheva, CEO
of Debt Collection Agency EAD, a subsidiary of the Norwegian debt solutions
provider B2Holding ASA, said.

”NPL ratio in Bulgaria has been

higher than the EU average
and many creditors
have written off their bad loans.”
Nina Stancheva
CEO Debt Collection Agency
Banks are responsible for most of the NPLs bought by the collection
agencies. They have been selling predominantly retail NPLs, particularly
unsecured consumer loans. “NPL ratio in Bulgaria has been higher than the
EU average and many creditors have written off their bad loans which selling
them to external providers”, explained the trend Nina Stancheva. NPLs in
Bulgaria fell to 6.99 billion levs (3.57 billion euro) at the end of 2016 standing
at 12 percent of the total loan portfolio, which still was one of the highest

Debt purchases in Bulgaria
900 512 714
BGN

Fewer Bulgarians become indebted
but debt amount grows
Fewer Bulgarians become indebted but they do so for greater amounts and the size of
the debt is actually growing, ACABG’s data showed. The experts’ explanation on this is
the improving economic situation, the revival of consumption to the levels before the
crisis and the boldness of consumers in using financial products. According to the data,
there is a 22% increase in the average amount of a single debt and it is now about BGN
912. A year ago, this amount was BGN 717. As a whole, however, the volume of debts
delegated for collection is decreasing. Most often, money is borrowed for impulsive
purchases of luxury goods – smartphones, laptops, TV sets. The typical debtor is a young
man of up to 30 years of age with a temporary or seasonal job. There is a new tendency
for people with higher education to become indebted. Sofia, Stara Zagora and
Blagoevgrad have the largest number of debtors. Varna and Russe boast the lowest
number of debtors. In the intercompany lending segment, unpaid debts submitted to
collectors grew 66% on the year to BGN 146 million.

ratios among the EU member states. Bankers’ measures for the resolution of
NPL problems along with the results of the asset quality review (AQR) and
stress test, conducted by the Bulgarian National Bank in 2016, provided an
additional stimulus for further asset disposals.
ACABG experts forecast this year banks would focus further on the sale
of bad loans, particularly on the sale of secured non-performing corporate
loans. Corporate NPL ratio in Bulgaria is still one of the highest in the
EU, according to a study of Deloitte. Despite the recent positive trend for
corporate NPLs to gradually improve as a proportion of all loans, at end2016 their ratio still remains well above the EU average, standing at 16.3
percent (EUR 2.7 billion). The high corporate NPL stock remains an obstacle
for the banking system and the economy as a whole, a problem that was
addressed in the last annual economic in-depth analysis of the European
Commission.
The first sizeable deal in the segment was signed in January 2017 when
DCA purchased from UniCredit Bulbank a portfolio of NPLs. The portfolio
included secured and unsecured non-performing loans granted to corporate
customers and had a legal claim value of some 93 million euro.
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>> Bulgarian central bank
working to reduce banking
bad loans
Bulgaria’s central bank is considering measures to reduce the
level of non-performing loans
(NPL) that have been falling
but still weigh down the Balkan
nation’s well-capitalized banking industry, Governor Dimitar
Radev said quoted by Reuters.
“We will create the right incentives to cut the NPLs, the banks
will have to do that,” Radev said
in the interview for the agency.
The NPL ratio eased to 13.2
percent at the end of 2016 from
14.6 percent at the end of 2015.
By the end of March, it had
fallen further to 12.6 percent.
But that is still well above an EU
average of about 5.5 percent.
“There is a clear downward
trend in the past year. I do believe that we will consolidate the
trend to generally safe levels,”
Radev said. . The central bank
was preparing regulatory steps
and guidance to strengthen
loan-loss provisions, increase NPL
write offs and encourage more
conservative loan and collateral
valuation, Radev said, adding
provisions and capital were
adequate to cover NPLs. He said
the bank would support development of a secondary market
for bad loans and would enforce
more transparency.
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>> Increasing pressure on
SMEs to accept longer
payment times
Small and medium-sized
enterprises (SMEs) across
Europe need to accept longer
payment times from other,
often larger, businesses,
reveals European Payment
Report 2017, gathering data
from 10 468 companies
in Europe. Although the
businesses of Europe seem
to have a brighter outlook
for the future in general, it is
alarming that the payment
culture is going in the wrong
direction, think the authors
of the report. For 2015 and
2016, close to a half of all
businesses reported that they
have been asked to accept
longer payment terms than
they feel comfortable with.
The new report shows that
it has jumped to 61 percent
of the businesses in 2017.
The average time for being
paid by the public sector
has increased from 36 to 41
days in just a year. Businesses
were also asked about their
own routines of paying bills
to other businesses. Notably,
four out of ten (40 per cent)
businesses admitted that
they regularly pay late, which
means that an estimated
five percent or more of their
bills are paid late. Only three
out of ten (28 per cent)
businesses said they paid all
bills on time.

>> Bulgarians among the
households with lowest liabilities
Bulgarian households had the
second-lowest financial liabilities
as a share of the country’s GDP
in 2015, show Eurostat data for
Member States. The total of
Bulgarian households’ financial
liabilities was 29.2% of GDP, or
€13.2bn. According to data from
the Bulgarian National Bank for
the same period, households
owed BGN 18.1bn to banks in
the form of loans, which is 20%
of GDP. According to Eurostat,
households in Romania have the
lowest liabilities as a share of
GDP - 21.4%, or €33bn. The Top
3 is completed by Hungary with
24.2%, or €26bn. Household liabilities are highest as a share of
GDP in Cyprus - 147.4% (€26bn),
followed by Denmark with
133% (€363bn) and the Netherlands with 123.9% (€838bn).
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Trusting each other
DSK seeks external help for its receivables
from providers like DCA

W

hich Bulgarian bank has the highest brand
awareness among the local consumers? The
answer is relatively easy - DSK bank. Over 80
percent of the Bulgarians spontaneously point it on the
first place as the most recognizable bank in the country in
their top-of-mind. This is inevitable. Established in 1951
as the State Savings Institute, DSK has long been the only
retail deposit and credit institution in Bulgaria. Hardly can
be found a household in the country that has not used its
financial services. After the political turmoil in 1989 it has
remained among the most popular banks and it has owned
the largest branch network in Bulgaria. It is the long history
that makes DSK one of the most valuable and sustainable
trademarks. This is the reason for the Hungarian OTP, the
owner of the DSK, not to change the name of the bank and
preserve it after having acquired it. Just few institutions
employ top managers that have been working for the same
organization for more than 40 years as it is the case with
DSK’s CEO Violina Marinova.

Proactive measures to mitigate bad loans
The fact that “We trust each other” is not just an empty
slogan of DSK can be proved with the management of the
bank’s loan portfolio. The bank takes proactive measures to
mitigate the compiling of overdue receivables and constantly
review its methodic for credit risk assessment. DSK was
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among the banks that have been very active in reducing their
non-performing loans. “We took a wide range of measures and
started different programs in order to support our borrowers
with financial difficulties. We built a strong team of employees
that gained a precious experience in the last couple of years.
The efficiency of our debt collection process increased two
times”, described Krum Krumov, NPLs Division Manager
at DSK. Efforts in this direction seemed to bear fruit. DSK’s
NPLs stood at 14.9% of the bank’s total credit portfolio
which was one of the best ratios among the top players in the
Bulgarian banking sector and well below the average in the
market (15.9%). A year later when NPLs in the total system
declined further to 12% of all loans, DSK improved its NPL
ratio additionally.
The Bulgarian economic pick-up in the last two years is
expected to drive a credit expansion in the banking sector
and therefore poses some risks for a future sharp rise in
the volume of non-performing receivables in the system.
Those that have a good memory remember well the period
before 2009. Therefore it is important to know what banking
managers do in order not to make the old mistakes.”In my
opinion all are now much more experienced, cautious and
financially knowledgeable” says Krum Krumov. DSK relies on
a modern monitoring system that sends signals for potential
problems with unpaid debts at an early phase as well as on
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a debt collection software that comprises the whole process
and provides precise accounting. The maturity on loan
repayment terms are being checked strictly because in-time
measures in this phase of the loans’ life cycle are key. “The
earlier the payment is defaulted the easier the problem is
to be solved and for us to help our customer”, commented
DSK’s manager. In the case the borrower is conscientious
but is temporarily distressed the bank is ready to initiate
forbearance measures - extension of maturity, rescheduled
repayments and etc. “The loan is like the marriage - we share
with our clients the good and the bad times”, commented
Krum Krumov. In case the borrower is unscrupulous,
however, the bank takes immediate actions in order to
collect the overdue receivables. As a responsible institution
with experience in in-court enforcement proceedings, DSK
strictly adheres to the law provisions. “Debt collection is
not a medieval activity and has to follow the law strictly”,
warned the manager of DSK’s NPLs Division.
DSK has set up a large internal debt collection structure
that is engaged in both out-of-court and in-court processes
and which includes on-site employees and call center. Part
of the non-performing loans are sold to OTP Factoring
owned by OTP Factoring Hungary that is specialized in the
purchases of defaulting loans and has been presented on
the Bulgarian market since 2010.

Working with the best
external providers
Despite the fact DSK takes care of most of its own
receivables management it also seeks external help.
“We work with all the debt collection agencies that have
established high standards and have proved their experience.
We sell our receivables to them but predominantly in
small volumes. We pick up our partners very carefully”,
explained Krum Krumov. Debt Collection Agency is among
the trusted external partners of DSK. “We have excellent
impressions by DCA. As part of a large group the company
has established high standards in its debt collection
procedures and approaches. DCA’s team is young, energetic
and motivated which is the main driver for the success of
the agency”, analyzed Mr Krumov.
Staying competitive on the market requires a constant
improvement and therefore DSK aims to improve its debt
collection methods taking advantage of the experience of
its owner and its subsidiaries. In 2011-2012 the bank took
part in two large-scale projects on reorganization and
standardization of the group practices for debt collection.
As a result some successful models from all over the world
were implemented with the help of an external consultant.
In 2016 DSK also started a pilot project on signing
framework agreements with collection agencies in order to
sell its future defaulting loans. These agreements not only
save time and resources that otherwise would be spent for
organizing tenders but also provide opportunities for the
bank to foresee the volume of defaulting debt that would
be purchased and in that way to better forecast the cash
inflows generated by the forthcoming unpaid debts as well
as the return on investment”, Krum Krumov states. From
an experienced point of view this working method for
cooperation with debt service providers not rarely even
rises the purchase prices of the receivables packages.

The focus is on the secured
loan portfolios
Non-secured consumer debt purchases registered a record
volume in 2016. Banks cleaned most of their overdue
receivables. The consumer loans in payment default of
more than 180 days in the banking sector amounted to
BGN 592 million in 2016. From this point of view we could
hardly forecast that the consumer debt sales figure would
be repeated in 2017. From other point of view, taking into
account the trend on the market and the experience of the
other CEE countries, I am quite confident that the upward
tendency for creditors to use actively external debt
collection services would continue. The focus would be on
secured receivables portfolios and particularly on
defaulting corporate loans secured by real estate. There is
a surplus of cash and in the context of an environment of
low interest rates investors seek actively new
opportunities for investment. The debt collection business
is relatively new in our country while at the same time the
local market still remains undeveloped. This implies a
significant growth and development potential.

Krum Krumov,

NPLs Division Manager at DSK
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The best beaches in Greece
Summer is starting and the long-awaited vacation is forthcoming. Is there a
country near Bulgaria that provides more opportunities for summer holidays
than Greece? Splendid sandy beaches, marvelous islands, turquoise water...
Greece is definitely a paradise for a seaside holiday.
See the best Greek beaches according to www.tripadvisor.com.
Here the water and the caves are superb, making it a diving and snorkeling
paradise.

Elafonissi Beach
Elafonissi, Greece

Agios Pavlos Beach (Saint Paul)
Lindos, Greece
The little bay of Agios Pavlos (Saint Paul) lies 48 km south of Rhodes town
and close to the ancient acropolis of Lindos. According to a local myth, the
bay owes its name to the lovely white chapel standing on the beach which is
dedicated to Saint Paul, who came here in 43 AD and preached Christianity.
Golden sand and pebbles compose the beach where sun beds are available
for rent.. Rocks are boarding the beach, giving the possibility to dive into the
clean turquoise waters.

Simos beach
Elafonisos, Laconia Region
An island located close to the southwestern corner of the Mediterranean
island of Crete. When the weather is fine it is possible to walk to the island
through the shallow water. The island is a protected nature reserve. It is
known for its pink sand beaches, created by tidal and wave-induced deposits
of pigmented microorganisms living in a symbiotic relationship with native
seaweed.

Elafonissos island is surrounded by the most beautiful turquoise seas and
has some of the finest and longest sandy beaches in Greece. Simos beach is
may be the best beach in Greece with soft white sand and clean blue water.
One of the few beaches in Greece where camping is allowed. Well maybe it
is not allowed but people do it anyway, pitching their tents among the dunes
and trees and giving the area a sort of hippy or gypsy feeling to it.

Navagio Beach (Shipwreck Beach)
Anafonitria, Greece

Balos Beach and Lagoon
Kissamos, Greece

On the north west coast of the Greek Ionian island of Zakynthos you will
find Shipwreck famous beach in Greece and can only be accessed by boat
but is well worth the trip. This picturesque beach has been photographed
and featured in many holiday brochures, travel books and televised
advertisements. The boat was shipwrecked back in 1980 after hitting rocks
in bad weather while being pursued by the Greek Navy who suspected it was
carrying contraband cigarettes.

One of the most famous and most photographed beaches in Crete. It is no
coincidence that Prince Charles and Princess Diana visited Balos with their
private yacht many years ago. Balos is famous for its turquoise waters, the
wild natural beauty and the beautiful exotic scenery.

Kleftiko Beach
Milos, Cyclades
One of the landmarks of Milos and only accessible by boat, Kleftiko beach,
an old hideout for pirate ships, can be reached with daily scheduled boats.
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See the other beaches in the ranklist on www.tripadvisor.com.

