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BULGARIAN STOCK MARKET
Bulgarian stock market

has already singled out favourites
ulgarian capital market reached the 
threshold to a new stage of development 
in anticipation of the economic growth in 

Europe and while local savings are looking for 
alternatives to the low bank deposit rates. These 
processes have already started while the investors 
on the stock market have managed to single out 
clearly favourites among the quality public 
companies. 

The Bulgarian Stock Exchange lagged behind 
compared to major markets in the world in the 
process of recovery from the financial crisis from 
2008. That happened due to economic reasons –
the weak economic growth in the country and 
Europe, income stagnation, a need for security in 
an impulse towards bank deposits, which offered 
extraordinary high interest rates. The other stock 
markets in the world rallied with higher 
appreciation of stocks than the local ones. 

The local stock market has already chosen a 
number of quality favourites. These are companies with good corporate government 
and transparency; stable earnings and low debt; consistent market position in the 
country and abroad. Most of these stars have long history in dividend distribution 
between 3% and 5%. 
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Comparison major stock markets in USA, Europe and CEE region with Bulgaria 
2008 - 2015

Source: Bloomberg

Where do we see the potential for growth on the capital 
market?

The IPO plans of attractive companies; the forthcoming privatization of the Bulgarian 
Stock Exchange; the capital flow from bank deposits towards mutual funds or the stock 
market in search for a higher return.

Bulgarian Stock Exchange statistics on dividend yields of liquid companies

Company Dividend yield 2013* Expected dividend yield 
2014**

CEZ Distribution Bulgaria 14.39% N/A
Advance Terrafund REIT 14.22% 11.81%
Chimimport 8.16% 10.01%
Sopharma Properties REIT 7.03% 6.66%
Sopharma Trading 4.51% 4.82%
Speedy 4.00% 3.27%
ELANA AgroCredit start of business 6.11%

* As of June 2014 | **As of 08.06.2015
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GOLD
Gold will sound full of money 

again

ommodities ceased to be attractive in the 
last years because of the zero interest 
rates in the world and lack of inflation. 

Investment in gold went to its lowest in the last 6 
years, which brings out the question whether 
buying now would appear in the future one of the 
most profitable investment decisions.

Gold ambitions of reaching USD 2000 faded 4 
years ago. Gold price went down from its record 
peak compared to all assets which are today either 
too expensive or rallying with a fast pace. This 
explains why investment capital ran away from 
gold and went to more attractive financial 
instruments.
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Gold Price 2005-2015

Source: Bloomberg

What will bring back the excitement to gold?

Economic growth and the demand by Asian investors. These are long-term factors that 
can speed up in case of major stock markets’ correction. Then gold will be the safe 
haven again. Central banks are active buyers now. Hedge funds and large speculators 
are already joining.

Investing in the commodity is not the only good option for portfolio diversification. Gold 
mining companies will benefit as well from the commodity higher price in the long run 
and their stocks are worth looking at now, lagging behind in value in the euphoria of the 
stock markets. 
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OIL
Abundance of oil and… opportunities

il market reached a balance price of USD 
60 per barrel after almost a year of 
spikes upwards and downwards. 

Investors are bullish and expect smooth recovery 
back to the higher price in the next years but 
without taking into account OPEC determination 
for defending market positions.  

Shale oil production in USA significantly increased 
in the last years and triggered reaction from the 
conventional oil producers. OPEC countries and 
Russia also increased production and brought the 
price down. Oil abundance will continue and will 
restrain price soaring one year from now.   

Our forecast for oil price is for keeping the balance 
of USD 50-60 for 1 year. And this opens an 
opportunity not only for commodity trading in this 
price range but also for picking stocks of oil
companies at the market lows. The largest 
companies in the oil sector usually are high 
dividend distributors – about 2%-3% annually, 
while some of them even 7%-8%. Their shares are 
not so vulnerable in market crash as the instruments related directly to oil price. These 
companies will continue having strong market positions and the low oil price pressures 
their earnings only temporarily.  

O
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An example of investment opportunity:
Compare 2012–2015 crude oil price movement with an ETF with oil producers

Source: Bloomberg

Hedging saves businesses from FX
and interest rate volatility

Recent management of company finance is challenging due to the sharp fall of the euro 
as opposed to the ever getting stronger dollar and the interest rates are down at historic 
lowest levels while markets are following closely when central banks would start the 
tightening cycle. Managing cash flow in such an environment leaves you with less 
predictable options and business risk is getting higher. Therefore hedging through 
financial instruments is becoming popular even in Bulgaria, especially in the cases when 
the business is dependent on commodities in USD. With ELANA Trading you can hedge 
currency, interest rate and commodity price risk by using a variety of financial 
instruments: FX trading, forward contracts, FX and interest rate futures, commodity-
based CFDs and future contracts.  
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STOCKS

Everybody loves stocks
uantitative easing provided by central 
banks provoked soaring indices on the 
major markets. Zero interest rates mean 

growing investment into stocks and also a lot of 
investment projects at a low price. Therefore 
investors are optimists today and continue 
believing in soaring stock markets.

ECB is now the most active central bank in 
providing stimulus, which we expect to continue in 
2016. This policy brought to a cheap euro and a 
better export position for the European 
companies. 

Many sectors in Europe will enjoy the advantages
of a cheaper currency gives and their shares will 
continue rising.

Which stocks?
Having in mind the stock market euphoria in the last years we should know the time has 
come to pick stocks very carefully by economic sectors and when looking into specific 
companies. We believe European stocks will be ahead of their US competitors. 
Automotive industry, IT and pharmaceuticals will be favourites. Transport companies 
will benefit from the cheap crude oil and many international corporations will gain from 
consumption growth in Asia and Africa.  

Q
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Head of Research,
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Average return of assets

Asset Class Return 2000-2015 Return 2010-2015

S&P 500 4.03% 14.59%
REIT 13.18% 18.41%
Small Stocks 7.16% 14.74%
Commodities 0.28% -8.48%
NoneUS=EAFE 3.06% 6.05%
Cash deposits USD 2.18% 0.16%
Bonds treasury 5.80% 4.77%
High Yield 7.48% 9.02%
EM 8.64% 5.68%

Source: Bloomberg

Dow Jones Industrial Average performance for period 31.12.1896 - 31.12.2014

Value
Average annual return of the index for all 109 decades from 31.12.1896 to 
31.12.2014 5.1%
Total decades on the upside 89
Total decades on the downside 20
Average annual return of the positive decades 6.7%
Return in the best profitable decade 15.5%
Average annual return in the negative decades -2.0%
Return in the worst performance decade -6.4%

Source: Bloomberg

German index DAX performance for the period 31.12.1959 - 31.12.2014

Value
Average annual return of the index for all 46 decades from 31.12.1959 tо 
31.12.2014 6.2%
Total decades on the upside 39
Total decades on the downside 7
Average annual return of the positive decades 7.6%
Return in the best profitable decade 16.5%
Average annual return in the negative decades -1.3%
Return in the worst performance decade -2.2%

Source: Bloomberg
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AGRICULTURE
Agriculture inspired profitable low-risk investments  
he expansion in agriculture in the last 
years contributed to soaring farmland 
prices in all regions of the country and 

even in 2014 when natural disasters caused a bad 
harvest, the land price went up 10-15%. The 
flourishing sector motivated farmers to decide 
buying the land they work on so that they can 
make long-term investments.  

This is the trend that was the cornerstone for the 
business model of the ELANA AgroCredit, which 2 
years ago started as the first specialized company 
in financial leasing for farmland.  As of May 2013 
when the first financial leasing contracts were 
signed, till end of April 2015, ELANA AgroCredit has 
invested BGN 17 mln. in purchase of 2 378 ha 
farmland for farmers. Investors feel secure 
because of price rise trend and the liquidity of the 
collateral which is the farmland itself. ELANA 
AgroCredit became a public company in the end of 
2013 when it raised a capital of BGN 4.4 mln. in a 
successful IPO for which the company got 
awarded by the Bulgarian Stock Exchange. 

T
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Why is ELANA AgroCredit worth investing in?
This is an example of a low-risk investment that provides a higher return than the 
traditional options. Only in 2 years existence ELANA AgroCredit managed to prove the 
stability of its business model and to deliver 6.23% gross dividend yield for 2014. The 
target for the future is to provide a return of 8%-10% for the shareholders. In May 2015 
the company wrapped up successfully a second capital increase and raised BGN 14 mln. 
57% of the investors were institutions such as Allianz Bulgaria Pension Insurance 
Company, DSK Rodina, Doverie and NN Pension Insurance. ELANA AgroCredit raised 
capital for its financial leasing also through debt. For a short time the company managed 
to get a EUR 5 mln. loan from EBRD and BGN 5 mln. from Societe Generale Expressbank. 

Map of land purchases by ELANA AgroCredit 2013 - 2015

www.elana.net
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MUTUAL FUNDS
Which are the trendy alternatives for savings 

ank deposits’ interest rates are on a
downwards trend. This is becoming quite 
obvious for personal and corporate savings. 

Therefore we see very often deposits at maturity 
transforming into investments in low-risk and 
balanced risk mutual funds which have been 
providing a better return at a low risk. In the end
of Q1 2015 the fund industry showed accumulated 
assets under management of BGN 2.2 bln. (Source: 
BNB). The fact that approx. 50% of investments 
flowed in low-risk funds gives a very clear idea 
about the road savings have taken. The return of 
the low-risk funds for 2014 ranged around 3-4%, 
according to the annual ranking of the Bulgarian 
mutual funds published by Moitepari.bg. Balanced 
funds, which bear higher risk due to investing up 
to half of their assets in stocks, reported a return 
of 12%-14% for 2014. BNB data for April 2015 
registered average annual yield on BGN deposits 
of 1.61%.  

Why mutual funds are the alternative options:
They represent a different approach to managing savings which is based in a long-term 
strategy for capital appreciation in the context of financial markets trends. 

B

Viara Ivanova, CFA

Portfolio manager,
ELANA Fund Management
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The advantages to use 
ELANA Fund Management 
services are: 

 Personalized approach to 
investors;

 Services compliant with 
international standards and EU 
legal regulation; 

 Access to your money – no 
restrictions in money flows;  

 Investment strategy based on in-
depth fundamental approach with 
a long-term view for provision of 
return of savings and taking into 
account the current market risks;

 No taxes on profits;

 Investments are managed by 
experts with more than 10 years 
of experience on the capital 
markets, who are CFA holders;

 Over 2000 customers have trusted 
ELANA Fund Management for their 
savings; 

 Long-term partnerships with 
global leaders in the financial 
world; 

 ELANA Fund Management is one 
of the first asset managers in the 
country with 13 years of 
experience in successful investment management. 

Compare annual return 2010 - 2014
Low-risk fund - BGN deposit

Source: BNB and BAAM

Compare annual return 2012 - 2014
Balanced fund - BGN deposit

Source: BNB and BAAM
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CASH FLOW
Cash flow management with mutual funds

here can I park my cash in a way I can 
use it when needed but also get some 
return on it – I hear this question 

from a lot of financial professionals who are trying 
to find the best option for active money 
management. Interests of current accounts went 
down to the level of 0.01% p.a. and it is 
understandable why ELANA Cash Fund has 
become the option to keep cash – it is a place 
where you have access to your money without 
restrictions, no fees are paid on entry and exit and 
additionally you can get a good return on your 
cash even for very short period of time.  Another 
advantage is that no taxes are paid on the profits. 
So why not park the VAT cash you got at ELANA 
Cash Fund and generate some additional cash for 
the overheads? 

ELANA Cash Fund registered approx. 4% return for 
2014. Since its inception back in the wake of th 
Global Financial Crisis in 2007 it proved to be the 
most successful local mutual fund being also 
awarded for its achievements as the Bulgarian 
Investment Product 2007 and internationally as The Best Fixed-Income Fund in CEE by 
Business New Europe Magazine ranking. 

W
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Compare yield for 1 month:
Current account – ELANA Cash Fund

Source: BNB and BAAM

Compare yield January – April 2015:
Current account – ELANA Cash Fund

Source: BNB and BAAM
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DISCRETIONARY INVESTMENT 
MANAGEMENT

I meet more people who are now convinced they can 
make a secure future only through investment 

he discussion on pension reform that started 
in the end of 2014 and the falling income 
from deposits brought back on the agenda 

the need for personal financial planning. Having in 
mind the prospects on the pension front, it is 
obvious that without planning and active 
management of one’s money, it is not possible to 
have some security in the future as well as 
protection of money value from inflation. Everybody 
has their own targets for the next 10-20 years but 
making sure to achieve needs flexible approach.

For that reason discretionary investment 
management is the natural choice for savings of 
more than BGN 100 000.

ELANA Fund Management has 13 years of 
experience in discretionary investment 
management. The customers of that service 
increased by 15% only in Q1 2015. Each investment 
portfolio is structured after careful analysis of the 
person’s risk profile and investment preferences, 
which helps clarify the goals which are to be 
achieved in the near future and in the long run.  

T

Ivaylo Penev, CFA
Head of Asset Management 

Division, 
ELANA Fund Management

Phone: +359 2/ 81 000 41
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How do the personal investment portfolios work?
In 2014 the individual investment portfolios managed by ELANA Fund Management 
brought a return for its investors in the range of 7% - 19% according to their risk profile. 
Portfolios with low-risk profile generated yields from 7.61% to 10.46%. The balanced risk 
investments provided return in the range of 4.99% - 14.67%. As for the highest risk 
portfolios – the annual results were from 7.61% to 19.91%. This yield data is calculated 
after taking into account all withdrawals and input as well as the fees paid, and are 
sample of ELANA Fund Management portfolios active in the period of 01.01.2014 -
31.12.2014.

Performance of real investment portfolios in 2014 
Low-risk investment portfolio

Source: EFM
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Balanced investment portfolio 

High-risk investment portfolio

Source: EFM
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ELANA Fund Management
13 years and 8 national and international awards 

 Four ELANA funds were ranked at 2nd and 3rd position within various risk categories 
in the 2014 National Ranking of Best Bulgarian Mutual Funds, prepared and 
published by Moitepari.bg

 ELANA Balanced EUR Fund and ELANA High Yield Fund were 2nd by annual return 
among CEE funds within the 2014 ranking of BNE Best CEE Funds 

 ELANA Balanced EUR Fund was awarded 2013 Best Balanced Fund in CEE by 
Business New Europe Magazine ranking with 18.5% annual return 

 ELANA Cash Fund was awarded 2009 Best Fixed Income Fund in CEE by Business 
New Europe Magazine 

 ELANA Eurofund was ranked 2nd with 5.3% yield in 2013 BNE Best Funds in CEE 
 ELANA Cash Fund was awarded 2007 Best Bulgarian Investment Product by the 

International exhibition “Banks, Investment, Money” and in the end of 2008 this 
was the Bulgarian fund with the best performance (7.6%)

 ELANA Eurofund was awarded 2003 Best Bulgarian Financial Product by the 
International exhibition “Banks, Investment, Money” 

 ELANA Fund Management was awarded Best Bulgarian Asset Manager by Banker 
Weekly in 2006, 2007, 2008, 2009

 In 2013 and 2014 ELANA Fund Management was 2nd in the national ranking by 
Banker Weekly of the best asset managers in the country

www.elana.net
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ELANA Trading: 
24 years and 17 national awards

 The Best Bulgarian Broker 2010, 2013 and 2014 
 Annual prizes by the Bulgarian Stock Exchange from 2006 to 2014
 Awarded with The Best IPO of 2013 by the Bulgarian Stock Exchange
 Awarded in 2014, 2007 and 2005 by BSE for contribution to the development of 

local investment banking
 ELANA Trading FX online trading platform ELANA Trader 2.0 was awarded The 

Financial Product of 2003.

Disclaimer:

The content of the this information material has been published with information purpose only and 
does not constitute an offer or solicitation to invest or buy or sell any securities in any country, 
including in the United States of America, and to any person in any jurisdiction in which such offer or 
solicitation would be contrary to local law or regulation including to U.S. persons as defined in 
Regulation S under the Securities Act of 1933. 

We would like to inform investors that the value of investments and the income from them can go 
down. Profit is not guaranteed and there is a risk that investors may not get back the amount originally 
invested. Mutual fund investment as well as the fund assets are not guaranteed by any insurance fund 
or other type of guarantee.

The return data of individual portfolios’ management presented here should not be considered an 
indication or example of future results.  In individual portfolio management investors assign the fund 
manager with the task to structure and manage a portfolio of financial assets in accordance with a 
specifically defined investment strategy at the risk of the investor. Investing in financial instruments in 
accordance to various investment strategies holds certain risks and therefore profits are not 
guaranteed and there is a risk that investors may not get back the amount originally invested. 

Potential investors should make a decision for investing in ELANA Fund Management mutual funds 
based on the official documents of each fund: prospectus and key investment information document 
(KIID). The documents are available at ELANA Fund Management head office at 5, Latchezar Stanchev 
St., Sopharma Business Towers, Tower B, Floor 12, Sofia, Bulgaria, as well as at all ELANA investment 
centres and on website: www.elana.net.

More on risks related to investment in financial instruments on www.elana.net. 
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