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Abstract: In a contemporary market structure, the establishment of a
successful and efficient banking system is an issue of high priority. One of the
most important factors is maintaining stability in the banking business
especially when the country belongs to economic unions comprising certain
countries; therefore, destabilization in the national sector might erode the
European one. The period of joining the EU has a positive impact on the
Bulgarian banking sector, which leads to significant intensity in the
restructuring and consolidation of banks in the country during the period
2006-2020. On the basis of this, the banking systems in the country decrease
from twenty-nine banks in 2007 to twenty-four in 2020. The undertaken
solutions favor the trend in the banking system, which throughout the last
years has been sustainable and competitive.
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activity is encouraging the economy through generating capital and its
reallocation in the economic system for performing alternative
activities. In their essence, banks are some of the most vulnerable to economic
challenges structural entities. To maintain stability and efficiency in the
banking sector, operative and structural reforms shall often be undertaken.

F I Yhe banking sector is a constructive economic center whose main
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Such type of activity can be achieved by applying certain measures, among
which are restructuring and consolidation. They have balancing actions as
their main goal is the adaptation to the global banking requirements and
improvement of the sensitivity of the national banking sector. In this respect,
the subject of research in this article is Bulgaria’s banking system. The object
is the reasons and consequences of the restructuring and consolidation of
Bulgarian banks after it joined the EU. The aim of this research is to study
and analyze the processes of restructuring and consolidation of Bulgarian
banks after joining the EU and to assess their effects on the Bulgarian banking
environment.

1. Characteristics and features of the restructuring in the field
of banking

As a significant economic entity, banks often face circumstances
which necessitate seeking solutions for the optimization of the possible losses,
expanding their commercial capacity and improving their competitiveness.
Despite the whole economic situation — rise or fall, the preferred tool for
reacting to certain force majeure circumstances remains the restructuring and
consolidation in the form of mergers and acquisitions. Quite often, these two
terms are assigned an equal meaning, but the difference between them is
significant. Restructuring is the process of changing key structural indicators
of the bank aiming at efficiency and overcoming financial difficulties.
Consolidation in the banking process is a form of combining the balance,
financial and managerial positions of two or more institutions to improve their
characteristics and indicators. Mergers and acquisitions are considered forms
of consolidation. A merger can exist (Devine, Marion, 2003), when two or
more banks obtain equal shares of the partner’s business, whereas an
acquisition is the straightforward process of the purchase of a particular bank.
Those actions lead to a number of advantages (Deely, 2018), but also
disadvantages for the banking institution — the major ones have been
systematized in Figure 1.

Among the most significant advantages faced by the consolidation
and restructuring in the banking sector is the possibility for expanding the
customer capacity and improving the product range which as a whole
facilitates the bank’s growth and its efficiency. The processes provide the
opportunity to compensate the inefficiency of human resources, the models of
management and the whole stabilization of the banking team, which shall
stimulate the bank’s profitability and profit.
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Figure 1. Advantages and disadvantages faced by the restructuring
and consolidation of the banking sector

Among the major disadvantages we can point out: increasing the risk
of incorrect or unsuccessful restructuring or consolidation, which shall lead to
worse economic results. After undertaking the process, it is extremely
important to follow consumer trends as those processes can have a negative
impact on the perception of the newly-structured banking entity by the
customers. The complex restructuring and consolidation processes can
increase the possibility of economic shocks and worsened banking
profitability (Zarkova, 2020).

The abovementioned characteristics and features confirm the necessity
of an analysis of the processes and effects of restructuring and consolidation
of the banks in the structures of the banking systems.

2. Restructuring and consolidation of the banks in Bulgaria

Positioning and allocating the banks in Bulgaria is a process of
establishing and maintaining a clear image of the banking and financial
market so that the current and prospective customers could differentiate
among those banks on the basis of their size and financial reputation. In most
cases, the positioning in the banks’ ranking (Zahariev, et al., 2020) is carried
out through the development of their activity and the amount of their assets.

After Bulgaria’s joining the EU we have been observing a relatively
high degree of intensity in the restructuring and consolidation of the banks in
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the country. As early as 2006, Bulgaria’s largest bank (Unicredit Bulbank,
2006) begins a procedure of merging its subsidiary Bulgarian banks —
Bulbank, Hebros Bank and Biohim Bank. In practice, the merger of these
banks forms the largest Bulgarian bank, part of the largest banking network in
Central and Eastern Europe — Unicredit Group, which has a well-developed
branch network, numerous customers and personnel. This merger forms the
number one bank in Bulgaria in terms of the size of its assets; it remains in
this position in the period 2007-2020. The next large-scale restructuring of
Bulgarian banks happens in November 2007 when (Postbank, 2007) and DZI
Bank merge; thus they form a leading financial institution under the
commercial name of Postbank. In July 2015, (Balarev, 2015) the subsidiary of
Eurobank in Bulgaria — Eurobank Bulgaria Ltd., known as Postbank, acquires
the branch of Alfa Bank in Bulgaria. Following a prior agreement in 2015, a
branch of the bank acquires nearly half a million euros of assets, thus
solidifying the positions of Postbank on the Bulgarian market. Eurobank
Group continues to expand on the market and in November 2019 it acquires
Piracus Bank Bulgaria. The deal is completed (iStock, 2019) after a
substantial financial aid from the Greek fund of financial stability during the
crisis in Greece aiming at its recapitalization. In order to receive this financial
stimulus, the Greek bank Piraeus agrees to provide the necessary liquidity in
Greece by selling its subsidiaries in other countries. In 2013, First Investment
Bank Ltd., (Fibank, 2013) acquires 100% of the shares of the Hungarian
MKB Unionbank Ltd., which increases the banking efficiency of First
Investment Bank Ltd., and increases its assets. This, respectively, expands the
products and services offered by the bank and establishes it as a leader in the
banking practice.

The period between 2017 and 2018 is indicative of the restructuring of
the Bulgarian banking market. The year 2018 begins with the acquisition of
Municipal Bank by Novito Opportunities Fund AGmvK. After the acquisition
of 60% of the shares is approved, the shareholders of (Municipal Bank, 2021)
are allocated as follows: 95.5% of Novito Opportunities Fund AGmvK;
3.22% of municipal enterprises and commercial companies and 1.28% of the
following municipals: Asenovgrad, Varna, Veliko Turnovo, Gabrovo,
Devnya, Dobrich, Petrich, Peshtera, Pleven, Plovdiv, Pomorie, Sliven,
Smolyan, Stara Zagora, Shumen and Yambol. In the same year United
Bulgarian Bank (founded in 1992) acquires Sibank Ltd. The consolidation
(UBB, 2018) of the two banks aims at expanding the banking business of the
Belgian banking and insurance company KBC Group in Bulgaria. As a result
of this act of restructuring, the customer service increases by 30% and the
bank ranks third by amount of its assets among the banks in the first group.
Following a four-year preparation resulting from a financial disbalance after
the bankruptcy of Corporate Commercial Bank, at the end of 2018, one of the
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small Bulgarian banks with over twenty years of history Commercial Bank
Victoria Ltd. is restructured, too. Commercial Bank Victoria Ltd. (Mihaylova,
Gergana, 2018) is established by the European Bank of Reconstruction and
Development to develop modern banking. Later, it is acquired by the
Commercial Bank of Greece and is renamed to Emporiki Bank. After 2013 it
becomes Crédit Agricole Bulgaria, whereas in 2014, after being acquired by
Corporate Commercial Bank, it is known on the Bulgarian market as Victoria.
As Investbank Ltd. Acquires 100% of Victoria Bank, the reputation of the
bank among its customers is preserved.

One of the latest restructuring deals in the Bulgarian banking sector
(Stoyanov, Nikolay, 2020) is the result of the withdrawal of Société Générale
Expressbank from the market. In 2020, the Hungarian enterprise OTP Bank
merges the operating on the territory of Bulgaria banks DSK and Société
Générale Expressbank by preserving the name of the well-known bank DSK.
As these are key banks in Bulgaria, the procedure of consolidation of the two
institutions is one of the longest ones. This strategic merger moves DSK bank
to second place by size of assets of the banks in Bulgaria.

The abovementioned processes of restructuring and consolidation of
Bulgarian banks lead to the formation of changes in the number of banks in
each group. Table 1 shows the total number of banks belonging to the
Bulgarian banking system.

Table 1
Total number of banks in the banking system for the period 2007-2020.

Number of banks 07 08 09 10 11 12 13 14 15 16 17 18 19 20

Total in the
banking system

Firstgroup | 5 5 5 5 5 5 5 5 5 5 5 5 5 5

Secondgroup | 19 19 19 19 19 19 19 17 17 17 17 15 14 13
Thirdgroup | 5 6 6 6 7 7 6 6 6 5 5 5 5 6

29 30 30 30 31 31 30 28 28 27 27 25 24 24

Source: Author’s adaptation based on the register of Bulgarian National Bank

The table clearly shows the trend of restructuring of the Bulgarian
banking market as a result of the consolidation of leading banks in Bulgaria
and the withdrawal of some of them. On the basis of this, the total number of
banks throughout the last years visibly decreases. In 2007 there are 29 banks
(5 banks in group 1, 19 banks in group 2 and 5 banks in group 3), whereas the
total number of banks decreases to 24 banks in 2020, allocated as follows: 5
banks in group 1, 13 banks in group 2 and 6 banks in group 3.
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The processes of restructuring are visualized in Figure 2.

Group 2

1. First Investment Bank

2. Piraecus Bank Bulgaria

3. Economic and Investment Bank

4. Société Générale Expressbank

5. Corporate Commercial Bank

6. Central Cooperative Bank

7. Commercial Bank Allianz Bulgaria

&. Commercial Bank Investbank

9. Commercial Bank MKB Unionbank

10. Municipla Bank

11. Procredit Bank Bulgaria

12. Bulgarian-American Credit Bank

13. International Asset Bank

14. Tokuda Bank

15. Emporiki Bank — Bulgaria

16. Bulgarian Development Bank

17. D Commerce Bank

18. West-East Bank

19. PEB Teximbank

Group 3

1. Alfa Bank — Bulgarian branch

2. BNP Paribas — Sofia branch

3. Citybank — Sofia branch

4. ING bank — Sofia branch

5. Ziraat Bank — Sofia branch

Source: BNB and author’s adaptation
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Figure 2. Restructuring and consolidation of the banks in group 2
and group 3
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On the basis of the abovementioned processes of restructuring and
consolidation of Bulgarian banks, we observe a preservation of the trend in
the positioning of the largest banks (by assets) from group 1, group 2 and
group 3.

Table 2
Banks in the Bulgarian banking system in 2020

Group 1 Group 2 Group 3

1. Citybank Europe —

1.UniCredit Bulbank 1. Raiffeisen Bulgaria Bulgarian branch

2. ING Bank — Sofia

2. DSK Bank 2. Central Cooperative Bank
branch
3. Bulgarian Development 3. BNP Paribas — Sofia
3. UBB
Bank Branch
4. BNP Paribas Personal
4. Eurobank Bulgaria 4. Allianz Bank Bulgaria Finance — Bulgarian
branch

5.First Investment

5. Procredit Bank Bulgaria 5. Ziraat Bank — Sofia
Bank

6. Varengold Bank AG,

6. Investbank Sofia branch

7. Municipal Bank

8. Bulgarian-American Credit
Bank

9. International Asset Bank

10. D Commerce Bank

11. TBI Bank

12. Texim Bank

13. Tokuda Bank

Source: Author’s adaptation based on information by BNB

The table clearly shows the positioning of five of the largest banks
which actively participate in the process of mergers and acquisitions as
“unifier” banks. As a result of those actions, First Investment Bank has a
smaller amount of assets in 2007 and part of group 2 is restructured into group
1 (the banks with the largest assets). The remaining four banks (UniCredit
Bulbank, DSK Bank, UBB and Eurobank) solidify their leading position in
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the Bulgarian banking system. The number of banks in group 2 significantly
decreases, reaching 13, whereas the banks in group 3 increases to 6. This is
because the German bank Varengold Bank AG enters the market; it operates
in support of private and corporate customers in the commercial relations
between Bulgaria and Western Europe.

Conclusion

The banking sector is the main intermediary among savers who are
interested in saving their money against interest, and borrowers who receive
loans under certain conditions for funding their activities. In order to preserve
the stability of the banking sector in the last years, it has had to undergo
restructuring and consolidation. Bearing in mind the specific development in
social and economic aspect of the macroeconomic environment in Bulgaria in
2020, the banking system has preserved its stability. The consolidation of
some of the banks after 2007 facilitates the development of the market power
and increases the chance of survival of the banks on the market. Conforming
to the capital requirements and the regulation norms of the country has a
positive impact on the liquidity and the capital state of the banks in the
country. This facilitates the favorable trend in the banking system which has
been in a sustainable and competitive state over the last years.

References

Balarev, D. (2015, November 8). Postbank has finally acquired Alfa Bank.
Retrieved from https://www.bloombergtv.bg/a/2-novini/462-poshten
ska-okonchatelno-pridobi-klon-na-alfa-bank

Deely, M. (2018, June 3). The Benefits (And Dangers) Of Bank Mergers And
Acquisitions. Retrieved from https://www.bigskyassociates.com/
blog/the-benefits-and-dangers-of-bank-mergers-and-acquisitions

Devine, Marion. (2003). Successful Mergers/Getting the People Issues Right/.
The Economist.

Fibank. (2013, August 15). First Investment Bank Ltd. signs an agreement
with the Hungarian MKB Bank for the acquisition of 100% of the
shares of MKB Unionbank Ltd. Retrieved from Fibank: https://

72 Economic Archive 2/2021



www.fibank.bg/bg/za-nas/novini/novini/pyrva-investicionna-banka-
ad-fibank-podpisa-sporazumenie-s-ungarskata-mkb-bank-za-
pridobivane-na-100-ot-akciite-na-mkb-unionbank-ead

iStock. (2019, June 14). Postbank has acquired Piraeus bank Bulgaria.
Retrieved from infostock.bg: https://www.infostock.bg/infostock/
control/bg/news/94008-poshenska-banka-kupi-%E2%80%9Cpireos-
bank--balgariya%E2%80%9D

Mihaylova, Gergana. (2018, October 30). The acquisition of Trade Bank
Victoria by Investbank will end by 15 November. Retrieved from
https://www.capital.bg/biznes/finansi/2018/10/30/3336394 vlivaneto
na tb viktoriia v_investbank shte prikljuchi/

Municipal Bank. (2021, April 21). Home/About the Bank/Shareholders.
Retrieved from https://www.municipalbank.bg/?page=bank 2

Postbank. (2007, November 06). Postbank and DZI merge under the name
Postbank. Retrieved from https://mediacenter.postbank.bg/%D0%BF
%D0%BE%D1%89%D0%B5%D0%BD%D1%81%D0%BA%D0%B
0-%D0%B1%D0%B0%D0%BD%D0%BA%D0%B0-%D0%B8-%D0
%B4%D0%B7%D0%B8-%D0%B1%D0%B0%D0%BD%D0%BA-%
D1%81%D0%B5-%D0%BE%D0%B1%D0%B5%D0%B4%D0%BS8
%D0%BD%D0%B8%D1%85%D0%B0/

Stoyanov, Nikolay. (2020, May 04). Expressbank officially merges with DSK
Bank. Retrieved from Capital: https://www.capital.bg/biznes/ finansi/
2020/05/04/4062393 ekspresbank oficialno se vlia v _banka dsk/

UBB. (2018, February 06). UBB and Sibank have merged. Retrieved from
www.ubb.bg:  https://www.ubb.bg/news/view/obb-i-sibank-se-obedi
niha

Unicredit Bulbank. (2006, February 27). The Merger of Bulbank, HVB Bank
Biochim and Hebros Bank. Retrieved from https://www.unicreditbul
bank.bg/bg/za-nas/media/novini/slivane-na-bulbank-hvb-bank-
biochim-i-khebros-bank/

Zahariev, A., Prodanov, S., Radulova, A., Zaharieva, G., Pavlova, M.,
Angelov, P., . . . Marinova, K. (2020). THE BANK INSOLVENCY:
FROM LEHMAN BROTHERS TO COVID-19 (INTERNATIONAL
REMARKS AND NATIONAL PECULIARITIES). 58th International
Scientific Conference on Economic and Social Development.
Budapest.

Economic Archive 2/2021 73



Zarkova, S. (2020). THE PROFITABILITY OF THE BULGARIAN BAN

KING SYSTEM IN THE CONTEXT OF THE DIGITAL TRANS
FORMATION. Economic Security in the Context of Sustenable
Development, (pp. 32-36). Chisinau, Moldova. Retrieved from
https://www.researchgate.net/publication/349057497 THE PROFITA
BILITY OF THE BULGARIAN BANKING SYSTEM IN THE
CONTEXT OF THE DIGITAL TRANSFORMATION

Orlin Ch. Yaprakov is a part-time PhD student at the Department of

Finance and Credit, D. A. Tsenov Academy of Economics — Svishtov,
Bulgaria. His research interests and the field of his doctoral thesis are: bank
management, bank analysis, assessment of the banking business.

74

ORCID ID: 0000-0002-1242-0796.

Economic Archive 2/2021



YMIC

Svishtov, Year LXXIV, Issue 2 - 2021

The Investment Environment and the Problems
of Origination of Investors’ Ownership Over Real
Estate in Georgia

Climate Investments in Bulgaria — Potential
and Empirical Evidence

The Impact of Railroad Transport on Bulgaria’s
Regional Development

Non-Financial Factors in Managing
the Relationships Principal - Teachers

Restructuring and Consolidation of Bulgarian
Banks - System Analysis and Assessment

. A TSENOV ACADEMY OF ECONOMICS
HHH SVISHTOV




EDITORIAL BOARD:

Prof. Andrey Zahariev, PhD — Editor-in-chief
Prof. Yordan Vasilev, PhD — Deputy Editor
Prof. Stoyan Prodanov, PhD

Assoc. Prof. Iskra Panteleeva, PhD

Assoc. Prof. Plamen Yordanov, PhD

Assoc. Prof. Svetoslav Iliychovski, PhD
Assoc. Prof. Plamen Petkov, PhD

Assoc. Prof. Anatoliy Asenov, PhD

Assoc. Prof. Todor Krastevich, PhD

INTERNATIONAL BOARD:

Prof. Mihail A. Eskindarov, DSc (Econ) — Financial University under the Government of the Russian
Federation, Moscow (Russia).

Prof. Grigore Belostechnik, DSc (Econ) — Moldovan Academy of Economic Studies, Chisinau
(Moldova).

Prof. Mihail Zveryakov, DSc (Econ) — Odessa State Economic University, Odessa (Ukraine).

Prof. Andrey Krisovatiy, DSc (Econ) — Ternopil National Economic University, Ternopil (Ukraine).
Prof. Yon Kukuy, DSc (Econ) — Valahia University, Targovishte (Romania).

Prof. Ken O'Neil, PhD — University of Ulster (Ireland)

Prof. Richard Thorpe, PhD — Leeds University (Great Britain)

Prof. Olena Nepochatenko, DSc (Econ) — Uman National University of Horticulture, Uman (Ukraine)
Prof. Dmytro Lukianenko, DSc (Econ) — Kyiv National Economic University named after Vadym
Hetman, Kyiv (Ukraine)

Assoc. Prof. Maria Cristina Stefan, PhD — Valahia University of Targoviste (Romania)

Assoc. Prof. Anisoara Duica, PhD — Valahia University of Targoviste (Romania)

Assoc. Prof. Vladinir Klimuk, PhD — Baranovichi State University, Branovic (Belarus)

Support Team

Deyana Veselinova — Technical Secretary

Anka Taneva — Bulgarian Copy Editor

Ventsislav Dikov — Senior Lecturer in English — Translation from/into English
Petar Todorov, PhD — Senior Lecturer in English — Translation from/into English

Editorial address:

2, Emanuil Chakarov street, Svishtov 5250

Prof. Andrey Zahariev, PhD — Editor-in-Chief

@ (++359) 889 882 298

Deyana Vesselinova — technical secretary

@ (++359) 631 66 309, e-mail: nsarhiv@uni-svishtov.bg
Blagovesta Borisova — computer graphic design

@ (++359) 882 552 516, e-mail: b.borisova@uni-svishtov.bg

In 2021, the journal will be printed using a financial grant from the Scientific Research Fund —
Agreement Ne KP-06-PP2-0045 from Bulgarska Nauchna Periodika — 2021 competition.

© Academic Publishing House “Tsenov” — Svishtov
© D. A. Tsenov Academy of Economics — Svishtov



ECONOMIC ARCHIVE

YEAR LXXIV, BOOK 2 -2021

CONTENTS

Lia Kekelidze

The Investment Environment and the Problems of Origination
of Investors’ Ownership Over Real Estate in Georgia /3

Nikoleta D. Karamileva
Climate Investments in Bulgaria — Potential and Empirical
Evidence /19

Petya Koralova-Nozharova
The Impact of Railroad Transport on Bulgaria’s Regional
Development /36

Aleksandar F. Filipov
Non-Financial Factors in Managing the Relationships Principal —
Teachers /52

Orlin Chavdarov Yapryakov
Restructuring and Consolidation of Bulgarian Banks — System
Analysis and Assessment /65



