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Коммерческие банки в Болгарии являются основными финансовыми посредниками в стране, играя 

существенную роль в экономике, предоставляя кредиты и стимулируя потребление и инвестиции, которые 

имеют решающее значение для экономического роста. В статье анализируется развитие и устойчивость 

болгарской банковской системы после мирового финансового кризиса. Анализ показал, что, несмотря на 

негативные последствия мирового финансового кризиса, банковская система в стране оставалась стабиль-

ной, хорошо капитализированной и прибыльной. 

The commercial banks in Bulgaria are the main financial intermediaries in the country, having substantial 

role in the economy by providing loans and stimulating the consumption and investments, which are crucial for 

the economic growth. The paper analyses the development and stability of the Bulgarian banking system after the 

global financial crisis. The analyses showed that despite the negative effects of the global financial crisis the bank-

ing system in the country remained stable, well-capitalized and profitable. 
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The banks are the main financial intermediaries in 

the economy, which tries to attract free financial re-

sources from economic agents in order to transmit them 

to economic agents, who need these financial re-

sources. In such way, the banking system contribute for 

higher consumption and investments in the economy, 

which on the other hand, is crucial for the achievement 

of higher and stable economic growth. Thus, the devel-

opment of the banking system and its stability and sol-

vency are crucial for the overall macroeconomic stabil-

ity and performance. 

The financial crisis, which originated from the 

USA in 2008, became global and affected negatively a 

lot of countries, including countries in Europe. Bulgar-

ian economy has also been negatively affected espe-

cially through trade and foreign capital movement.  

The aim of the paper is to analyse the development 

and stability of the Bulgarian banking system after the 

global financial crisis. 

The paper is structured as follows. In the first sec-

tion the financial intermediation of the Bulgarian bank-

ing system is investigated. Next section analyses the ef-

fects of the global financial crisis on the Bulgarian 

banking system over the stability of the system, as well 

as the changed behaviour of the system after the crisis. 

In the final section the main conclusions are repre-

sented. 

1. Financial intermediation of the Bulgarian 

banking system. 

The financial intermediation of the Bulgarian 

banking system, measured by the share of the total 

banking system’s assets to GDP, improved signifi-

cantly in the period after 2004. The global financial cri-

sis has not contributed negatively to the financial inter-

mediation of the system. It increased from 61% of GDP 

in 2004 to 96% in 2008 and 96.8% in 2017 (Figure 1). 

The assets of the banking system grew by 7.3% y/y to 

BGN 101bn in 2017, mainly due to loans and receiva-

bles.  
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Source: BNB, own calculations 

Figure 1. Assets of the Bulgarian banking system 

 

2. Bulgarian banking system after the 

global financial crisis in 2008. 

The Bulgarian banking system remained stable af-

ter the global financial crisis, due to the high liquidity 

of the system and the high capitalization. Despite the 

fact that the Bulgarian banking system was mainly for-

eign-owned, the system succeeded to resist on the neg-

ative effect of the global financial crisis and liquidity 

shortage in the European banks.  

As a result of the first signals of the financial crisis 

in 2008, the foreign liabilities of the banking systems in 

Bulgaria started to decrease and stepped down by 7.1% 

y/y in 2009 versus 53% y/y growth rate in 2008. The 

reason for the decelerated growth rate in foreign liabil-

ities was the fact that the foreign banks, owning the 

Bulgarian commercial banks, started to withdrawal 

their free resources from the banking system in the 

country. These financial resources were deposited in 

the domestic banks before the crisis in order mother-

banks to ensure resources for the credit expansion at 

high interest rates on loans (Figure 2).  

 

 
Source: BNB, own calculations 

Figure 2. Foreign liabilities of the banking system in Bulgaria 

 

The withdrawal of these foreign resources from 

the banking system led to decrease in the credit activity 

of the banking system. The loans, provided by the bank-

ing system to non-financial corporations, decelerated to 

2.3% y/y growth rate in 2009 versus 33.1% y/y in 2008 

(Figure 3).  
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Figure 3. Loans to non-financial corporations Source: BNB, own calculations  

 

At the same time, the loans to households in-

creased by only 5.8% y/y in 2009 versus 31.4% y/y in 

2008 (Figure 4). In the following years up to 2015, the 

growth rates of loans provided to households were neg-

ative, which was related to the lower incomes, higher 

unemployment and slowdown of economic activity.  

 

 
Figure 4. Loans to households Source: BNB, own calculations  

 

In 2014 two banks - Corporate Commercial Bank 

AD (CCB) and its subsidiary - the former Credit 

Agricole - Bulgaria (the banking group CCB) were 

placed under special supervision, which on the other 

hand, had substantial negative effect on the loans dy-

namics. In November 2014 the BNB Governing Coun-

cil decided to withdraw the license of Corporate Com-

mercial Bank AD for carrying out banking activities in 

the country and the bank has already bean excluded 

from the credit institutions1. The loans to non-financial 

enterprises stepped down by 11.6% y/y to BGN 31bn 

in 2014, while the loans to households went down by 

1.6% y/y to BGN 18.4bn in 2014. After 2015 the credit 

activity of the banking sector in Bulgaria recovered due 

to favorable economic development, increasing real in-

comes, growing employment, low interest rates on 

loans. In 2017 the loans to non-financial enterprises 

stepped up by 1.6% y/y, while the loans to households 

went up by 6% y/y. The acceleration of credit growth 

                                                           
1 In December 2014, Viktoria EAD (the previous name Credit 

Agricole) was open to its clients and continued to perform its 

business under the license it holds. 

was related not only to the favorable macroeconomic 

situation, but also to the eased credit standards mainly 

for consumer loans due to the lowered risk assessments 

related to the improved outlook for borrowers’ sol-

vency, favorable development of housing markets and 

lower collateral risk2 [1, p. 25]. 

After the global financial crisis the banking system 

in the country became more cautious to the risk assess-

ment and started to provide less loans due to the eco-

nomic recession and decreasing incomes [2, p. 68]. The 

economic agents became indebted and had less finan-

cial resources to cover their debts. Thus, the non-per-

formed loans of the banking sector started to increase 

significantly from relatively low levels before the crisis 

to high levels after that. The non-performing loans of 

banking system was 2.4% of the total loans in 2008 and 

rose to 16.8% of the total loans in 2013, being the high-

est value in the period after 20083. The undertaken 

2 According to the results of the bank lending survey in the 

fourth quarter of 2017. 
3 According to the data of the World Bank. 
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measures by banks to clear their bad loans led to signif-

icant improvement in the loans quality. The non-per-

forming loan reached 10.07% of the total loans in the 

last quarter of 2017, according to the published data by 

the Bulgarian bank association [3]. 

Due to lower credit activity the banking sector in 

Bulgaria started to increase their liquidity assets after 

the global financial crisis. The coefficient of liquidity 

assets climbed from 21.7% in 2008 to 39% in 2017 

(Figure 5). The coefficient is much larger than the rec-

ommended 20% by the Bulgarian National Bank. The 

high liquidity of the banks can be explained by the 

maintenance of higher excess reserves from the com-

mercial banks in the BNB, due to the lack of investment 

opportunities in abroad and due to the low return on 

foreign investments. 

 

 
Figure 5. Coefficient of liquidity assets Source: BNB  

 

As a result of the financial crisis the Basel com-

mittee on banking supervision started to apply the new 

capital framework Basel III. The new regulation aimed 

to improve the ability of banking system to absorb fi-

nancial and economic shocks, as well as to improve the 

transparency and management of risks. In the European 

Union the Basel III has been implemented since 2014 

by Directive 2013/36/EU and Capital Requirements 

Regulation 575/2013.  

The Bulgaria also implemented the new capital re-

quirements of Basel III. The banking system in the 

country was well capitalised even in the outbreak of the 

global financial crisis. However, the banks in the coun-

try improved their capital substantially with the imple-

mentation of the new requirements. The capital ade-

quacy ratio rose from 14.9% in 2008 to 22.1% in 2017, 

being above the minimum regulatory requirements at 

system level (Figure 6). The ratio was even much 

higher than the average level for European banks, 

which was 17.98% as of September 2017, according to 

the ECB data. 

 

 
Figure 6. Capital adequacy,%Source: BNB  

 

After the global financial crisis the lower credit ac-

tivity led to decline in interest revenues, which on the 

other hand, decelerated the growth rates of net interest 

income of banking system. The net interest income rose 

by 28.4% y/y in 2008 and decelerated to 2.1% y/y in 

2009. Actually as a result of the financial crisis and the 

decline in the key interest policy rates of the big central 

banks such as the Federal Reserve System and the Eu-

ropean Central Bank, the interest rates in Bulgaria also 

dropped, including the interest rates on deposits and 

loans. The banks were triggered to change their behav-

iour as they could not realise the same level of profits 
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as before the crisis. They changed their business mod-

els and tried to compensate the lower growth rates of 

net interest income after the crisis by increase in taxes 

and commissions. Thus, the net income from fees and 

commissions rose at an average growth rate of 4% y/y 

in the period 2010-2017, while the net interest income 

declined by 0.7% y/y in the same period.  

 

 
Figure 7. Profitability, %Source: BNB  

 

The banking system reported significant decline in 

its net profit in 2009, which stepped down by 43.7% y/y 

to BGN 780mn. However, in the following years they 

succeeded to compensate the evidenced declines and 

the net profit reached 1.17bn in 2017. The profitability 

indicators, return on assets (ROA) and (ROE) declined 

in the years to 2012 and after that started to increase to 

reach 1.2% and 9.32% in 2017, respectively (Figure 7). 

Conclusion 

The financial intermediation of the banking sys-

tem in Bulgaria declined as a result of the global finan-

cial crisis as banks became more cautious in providing 

new loans. At the same time, the demand of new loans 

also was limited due to the decreasing incomes and 

lower savings as a result of the global financial crisis in 

2008. Despite the negative effects of the global finan-

cial crisis, the banking sector in Bulgaria remained sta-

ble and solvent, and succeeded to increase its net profit 

and profitability indicators in the following years by 

changing its business model and by increasing taxes 

and commissions. The banking system rose signifi-

cantly its capital, keeping the capital adequacy at levels 

exceeding the regulation. Gradually, the banks in Bul-

garia succeeded to recover their credit activity, regis-

tering the positive growth rates in their credit portfolio 

in the last years. 
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