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Introduction

The presenstudyi s el aborated as part of the project
crossborder region Montand Pi r ot 0 i mpl emented by NALI LG Bl
Partner and the Municipality of Pirot as Project Partner under Bul§arisia IPA Cross Border
Programme.

The overall objective of this project is to increase the competitive advantages of the economic
sector in the region and to improve its positions in the EU markets through developing an
economic synergy and daperation between the businespresentatives from Bulgarian
Serbian crosborder region and strengthening their competitiveness.

The project is mainly related to improve the capacity of the region to deal with regional issues as
partnership establishment, strengthening of institutiandl business structures to respond to EU
markets requirements and establishment of models for cooperation based on best practices and
common needs. Through the development of economic and market analysis, the organization of
business forums for shearingedt practices and establishing business contacts, and the
development of a strong institutional cooperation the project will support Bulgarian and Serbian
enterprises from priority export sectors to enhance their competitiveness, their degree of
internationalization and enter or expand their market positions.

The project has 2 specific objectives:

a) improvement of the partnership establishment in the -trmsker region and creation of
conditions for meeting the high standard required by the EU market;

b) establishment of models for cooperation based on best practices and common needs.

The main objective of the presertudy is to providethe companies from the regiomith
practical informatiorabout the development of the world market for the identikiey industries

and products. In order to represent the full situation in the international markets the study will
present information about the world imports for the key industries, the main exporgens,
importing countriesBu | gar i a 6 s goedarsthetworld marketrad the dentified key
markets. Finally the study will represent the prospects for future development of the export of the
companies from the Municipality of Montana and possible target markets to which those
companies should fos their efforts for international expansion.

According to the results from the conducted sunamgong business representatives from
Montana and Piroand the sidy on the products and services offered by enterprises from
Montana and Pirot that have exp@advantages or export potentthle following three main
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industries have been identified as such with higher potential for export for the Municipality of
Montana:

- Manufacturing of mchinery
- Manufacturing of electrical anelectronic equipment
- Manufactuing of food and beverages.

Apart from these three main industries there are two more industries in which the companies
from the Municipality of Montana are mainly operatiagd are also worth studying in prospect

of the future development and growthtbé economy in the Municipality. These two additional
sectors are:

- Manufacturing of bicycles and other cycles;
- Manufacturing of apparel, clothing and shoes.

The results from the implementetlidy will be used irthe organization of business forums for
sharing best practices and establishing business contacts and the development of a strong
institutional cooperation.

Finally the implementation of the presetiidy and the rest of the activities planned under the

pr oj ect ASti mul ati on of -bce regioniMontaeaxPci hraontgoe winl |
enhance the synergy and partnership between the companies in the region, their economic
development, competitiveness in the international market, the meeting of Uhmédtket
requirements and the attraction of investments. The implementation of the project activities will
further provide access to relevant and useful information for the companies in promoting and
supporting their export, foreign markets where theirdgooave a competitive advantage will be
identified, a specific set of promotional measures for successful positioning on the identified
markets will be offered.

10
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Size of the international maket - value and volume of
imports

Representing and analpg the size of the international market will give a broader
perspective on the development of the market and the demand for the production of the identified
key industries.This data will show if the world markets are growing or they are already
saturated whether the companies should expect a positive future demand or they should start
focusing on diversification of their production and development of new products for which there
will be higher future demand.

Such statistical data and analysis will beegamted for each one of the identified key
industries in the Municipality of Montar@vering a period of 5 years

Size of the international market for machinery

After a slight decrease in 2009 both the import and the export of machinery in the world are
registering a stable growth. For the last year the world imports have increased with 8.2% while
the export increases with additional 7.9%. Noticing the negatilanda in the international

trade of machinery we can conclude that the demand is higher than the current production in the
market and that it is even constantly growing. That is a positive trend for the Bulgarian
companies and for those in the Municipaldly Montana in particular athere is a growing
demand for their production and they have the opportunity to gain important market shares in the
international market as there is still unsatisfied demand.

This high demand in the international market is thygsrovoked by the slow but stable exiting

of the crisis and the revival of the economy especially in the developed countries. After the
revival of the markets many companies have acquired the necessary capital for investments in
new equipment and produamn lines, they also have the need to expand their production which is
further pushing them to buy more machinégart from the existing companies that are
investing in new machines there are also new companies that are trying to benefit from the
revival of the market and argorking on innovations for which they need special equipment.

11
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The revival of the market is also a factor for many banks to start granting more credits although
still with a lot of precautions. The higher opportunity for loans is tadilly helping the
companies to acquire the needed funds to invest in equipment and machinery and is thus
increasing the demand for such products.

Figure 1 World import of machinery euro, 2008 2012
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Figure 2 World export of machinery euro, 2008 2012
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Size of the international market for electrical and electronic equipment

The trends in the world market of electrical and electronic equipment are similar to those in the
market for machinery. After a slow decrease in both the world import and export of electrical
and electronic equipment the market is rising steadi8/9% ircrease in the import for 2012
compared to 2011, 9.3% increase in the export for 2012 compared toA2ld similar to the
development of the machinery market there is a negative balance with the import exceeding the
export with more than 143 million euro

The development of the world market for electrical and electronic equipment is also showing

positive trends for the export of the Bulgarian companies in this sector and for the companies
from Montana in particular. There is a growing unsatisfied denmariie worlds market for

these types of products and the companies have the opportunity to find new international clients
and to expand their market coverage.

The growth of this market can also be explained by the revival of the world economy and the
increased production and demand. Many of the products included in this product group are used
as parts in other productions and their demand is therefore increasing. It is expected that this
demand will grow even higher having in mind that there are still swgative effects from the
economic and financial crisis that the market has not overtaken yet.

Figure 3 World import ofelectrical and electronic equipmenguro, 2008 2012

World

» 2000 1814.940783
‘T 1800 - 1605.2373620665,83774
1600 11
1400 -
1200 -
1000 -
800 -
600 -
400 -
200 -

[da

2008 2009 2010 2011 2012

Source: International Trade Center

13



BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME

Figure 4 World export of electrical and electronic equipmenéuro, 2008 2012
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The companies from this sector should not rely only on the growing demand for supporting their
development. They should focus on innovating their products and following the trends in the
industry. There are many international companies that have the ifilystbinvest in research

and development activities and to introduce many innovations in the market and thus control the
demand. As the Bulgarian companies are still lacking the necessary funds for developing
significant innovations they should focus their cost competitive advantages and gain market
shares by offering cheaper products of good quality.

Size of the international market for food and beverages

According to the International Trade Center the product groups included in the food and
bevenges industry are as follows:

- Meat and edible meat offal;

- Fish, crustaceans, mollusks, aquatic invertebrates;

- Dairy products, eggs, homey, edible animal products;
- Edible vegetables and certain roots and tubes;
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- Edible fruit, nuts, peel of citrus fruitpelons;

- Animal, vegetable fats and oils, cleavage products;

- Sugars and sugar confectionary;

- Cocoa and cocoa preparation;

- Cereal, flour, starch, milk preparations and products;
- Vegetable, fruit, nut, etc. food preparations;

- Beverages, spirits and vinegar;

- Residues, wastes of food industry, animal fodder;

- Milling products, malt, starches, inulin, wheat gluten;
- Oil seedpleicfruits, grain, seed, fruit, etc. nes.

The world import for each one of these product groups is the following:

Figure 5 World import ofmeat and edible meat offakuro, 2008 2012
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Figure 6 World import offish, crustaceans, mollusks, aquatic invertebratesro, 2008 2012
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Figure 7 World import of dairy products, eggs, homey, edible animal produetso, 2008
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Figure 8 World import ofedible vegetableand certain roots and tube®uro, 2008 2012
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Figure 9 World import ofedible fruit, nuts, peel of citrus fruit, melonseuro, 2008 2012
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Figure 10 World import ofanimal, vegetable fats and oils, cleavage produetsro, 2008
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Figure 11 World import ofsugars and sugar confectionaryeuro, 2008 2012
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Figure 12 World import ofcocoa and cocoa preparatigreuro, 2008 2012
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Figure 13 World import ofcereal, flour, starch, milkpreparations and productseuro, 2008
2012
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Figure 14 World import ofvegetable, fruit, nut, etc. food preparationsuro, 2008 2012
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Figure 15World import ofbeverages, spirits and vinegaguro, 2008 2012
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Figure 16 World import ofresidues, wastes of food industry, animal foddeuro, 2008 2012
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Figure 17 World import of milling products, malt, starches, inulin, wheat glutereuro, 2008

2012
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Figure 18 World import of oil seed, oleic fruits, grain, seed, fruit, etc. pesro, 2008 2012
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Figure 19 World export of meat and edible meat offaburo, 2008 2012

World

90,75017714

=

o

o
1

83,72606491
72.95654116

(o0}
o
1

3,24034092

~
o
1

[ ddzd 5dzd
3

(2]
o
L

A
o
l

N
o
1

w
o
l

N
o
l

=
o
1

o

2008 2009 2010 2011 2012

Source: International Trad€enter

22



BULGARIA - SERBIA IPA CROSS-BORDER

PROGRAMME

N
Yo

Figure 20 World export of fish, crustaceans, mollusks, aquatic invertebratesro, 2008
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Figure 21 World export of dairy products, eggs, homey, edilal@mal products euro, 2008
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Figure 22 World export of edible vegetables and certain roots and tupesro, 2008 2012
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Figure 23 World export of edible fruit, nuts, peel of citrus fruit, melonseuro, 2008 2012
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Figure 24 World export of animal, vegetable fats and oils, cleavage produetsro, 2008
2012
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Figure 25World export of sugars and sugar confectionaryeuro, 2008 2012
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Figure 26 World export of cocoaand cocoa preparationeuro, 2008 2012
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Figure 27 World export of cereal, flour, starch, milk preparations and produg¢tsuro, 2008
2012
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Figure 28 World export of vegetable, fruit, nut, etc. food preparationsuro, 2008 2012
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Figure 29 World export of beverages, spirits and vinegaguro, 2008 2012
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Figure 30 World export of residues, wastes of food industry, animal foddeuro, 2008 2012
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Figure 31 World export of milling products, malt, starches, inulin, wheat gluteauro, 2008
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Figure 32 World export of oil seed, oleic fruits, grain, seed, fruit, etc. nesiro, 2008 2012
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Figure 33 Total world export and import of food and beveragesuro, 2008 2012
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As we can see from the presented data in al subgroups of the sector there is a stables growth in

the export as well as in the import of its production. Again the import is higher than the export
showing alevel of unsatisfied demand and opportunities farencompanies to export their
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production in response of that demand. The highest growth in the export for 2012 compared to
2011 is regi st er Oilsgeddlelt guitsp grandsaed,tfruitgetc onespo23%6

f ol | o wRediduds,ywasfies édod industry, animal foddéri 20%. The lowest growth in

t hat same peri od HEdble\vegetaliles @d geram doatsand tgoe®iop i

The similar trend is observed in the world import for this sector, the highest growth in the import

i's registered iOiseedhdeic fruity graing deed,gfruitp etcpimedi8.98%,

cl osel y f Rdsilueswwadtes mfyfoodiindustry, animal fodderl8.96%. Only one

product group is manifesting a decrease in the world importjtsat t he pr Gataact gr
and cocoa preparatiobs w i decheasa of almost 5%.

The highest deficit in the tr aHdblebuslnasnpea i s r
of citrus fruit, melong - §083005t hous and e ur ®) seedfoleid fruits,\gmid, by 0
seed, fruit, etc, nés -3(885 638 thousand euro). On the other hand the highest positive trade

bal ance iMeatandedigle meatpffal? §39062thousand euro).

There are two main factors influencing the import and export of food and beverdngesffects

of the economic and financi al crisis on the c
necessary food products; and the growth in the world populatidrhence the growing need for

basic alimental products.

As it was already stated the world economy i
income are also slowly rising and are allowing them to spend more money not only on basic
products but alsoromore quantity and diversity of products. This trend is mostly observed in the
developed countries while for the developing and third world countries the main reason for
higher demand for food and beverages is mainly the growth in the population. Alinarghe

past 30 years the worldwidagopulation growth rate fell from morthan 2.0 percent to 1.5

percent a yearand expes expect this trend to continue édb s ol ut e numbers th
population is growing faster than evieeforeéd by about 230,000 pete a dayin mid-1995. This

is happening becausé the larger than ever population basel995 there werabout 5.7 billion

peqle on earth, almost twice as many ad970. The next 35 years are projecteddd aother

2.5 billion peoplé 90 pecent of them in developing countriesThe share of developing

countries in thevorld population is expected to incredssm 84 percent to 88 percent.

During the 20th century alone, the population in the world has grown from 1.65 billion to 6
billion. Because ofleclining growth rates, it will now take over 200 years to double agam.
annual growth rate is currently declining and is projected to continue to decline in the coming
years. Currently, it is estimated that it will become less than 1% by 2020 antides0.5% by
2050.
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Table1 World population by region

Asia 4,298,723,28€ 60.0% 31,915,446 135 1.03% 5,164,061,49: 54.1% 20%
Africa 1,110,635,06z 15.5% 30,955,880 36 2.46% 2,393,174,89Z2 25.1% 115%
Europe 742,452,170 10.4% 23,048,931 32 0.08% 709,067,211 7.4% -4%
Latin 616,644,503 8.6% 20,546,598 30 1.11% 781,566,037 8.2% 27%
America

and

Caribbean

Northern 355,360,791 5.0% 21,775,893 16 0.83% 446,200,868 4.7% 26%
America

Oceania 38,303,620 0.5% 8,563,295 4 1.42% 56,874,390 0.6% 48%
WORLD 7,162,119,434 100.00% 136,806,988 52 1.15% 9,550,944,891 100% 33%

The population in all regions except for Europe is expected to grow by more than 20% in the
next 40 years. The negative trend for Europe is mostly due to the aging population and the
smaller families in the continent. In that sense a good strategy f@ullgarian companies in

this sector would be to and gain market positions in the Asian and African markets in which
despite of the significant differences in the markets there is an extremely high growth of the
demand for the production of the food and lvages sector.
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Size of the international market for bicycles and other cycles

Figure 34 World import of bicycles and other cyclesuro, 2008 2012
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Figure 35World export of bicycles and other cyclesuro, 2008 2012
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Similar to the other sectors there is a stable growth in the world import and export of bicycles
and other cycles. Nevertheless this is the first sectahinh the export is exceeding the import
with 630717thousand euro.

As recently as 1963he world production of cars and bikes was essentially the same, with each
at nearly 20 million, but as of 20@B8e bike production had climbed to over 100 millipar year
compared with 42 million cars. Bicycle production was 105 million units globally in 2004, a
1.5% increase over 2003 he hcycle production was up 3.2 percent in 2007 to 130 million
units, a continuation of the upward trend that has charactaheqmtoduction for most of this
decadeand in 2012 the value of its export reachesillion euro.

Cycling is potentially an important mode of sustainable transport: it is-pathating,
inexpensive, and good for users' health and the quality of urleaBlit the amount of cycling in
most cities worldwide remains well below its potential.

The share of all trips made by bike varies greatly among countries. Chinese cities still register
some of the highest cycling rates in the world, despite growing carsunterest in private
automobiles. In the most cycled cities, such as Tianjin, Xi'an, and Shijiazhuang, the bicycle
accounts for more than half of all trips.4 In the west, the Netherlands, Denmark, and Germany
have the highest rates of cycling, rangingirl0 to 27 percent of all trips.5 This compares with
about 1 percent of trips in the United Kingdom, the United States, and Australia.

Electric bikes, which use an electric motor to assist pedaling, are a burgeoning market segment,
with most production agn taking place in China. Sales of electric bikes in Germany nearly
tripled in 2007. For aging populations and for riders tackling hilly terrain or facing hot
temperatures, electric bikes make cycling a viable transport option. Yet battery disposa poses
potentially significant environmental downside tbikes.

Increases in global commodity pricesuld soon affect bicycle pdoction. Price hikes for steel,
butyl, rubber, titanium, and other materials are driving up production costs, and materials
shotages have left tens of thousands of partially completed bikes in warehouses.

At the same time, the spike in gas prices in the first half of 2008 began to stimulate cycling,
especially among commuters. Dealers began to stock bikes and accessoriespiatiantiof
increased demand. In some U.S. cities, including Toledo in Ohio and Charlotte in North
Carolina, rising gas prices led officials to resurrect or start police bicycle patrols. The Trek
Bicycle Corporation reports increased sales of police bikethé past three years.

The Netherlands, Denmark, Germany, and other European nations reached high cycling rates
through policies that give priority to cycling, walking, and public transportation over private
automobiles. Bikeways that are separated ftaaffic, stoplights timed to the speed of bikes,
shortcuts allowing cyclists to make righénd turns before intersections, traffic calming in
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residential neighborhoods, ample bicycle parking, and coordination with public transport have all
made cycling d&, fast, and convenient in strong biking cities.

Placing importance on cycling in transportation and land use policy leads to an increase in
cycling safety. Bicycle injuries per kilometer traveled are about 30 times higher in the United
States than in t Netherlands, and cycling deaths are eight times higher there. The sense of
safety in the Netherlands has helped increase ridership even among the elderly: 24 percent of all
trips made by elderly Dutch people are bike trips.

Some cities are also increagi accessibility to cycling by establishing public bicycle rental
programs. Similar to casharing programs, these sotes make bikes available to sehibers at
strategic locations citywide. Patrons pay on the order of $50 per year to subscribe, asawell a
perhour charge, although in many programs the firsthalir is free. Users get access to a bike

with an electronic card, use the bike as needed, and return it to the same or another parking rack
when finished. In many cities, the program is paidtfsough onrbike advertising or through
concessions to communications companies, who fund the programs in exchange for the right to
erect new billboards and sell advertising on them.

Copenhagen, Berlin, and other European cities have featured publiprbtk@ms like this for

many years, and Paris took the concept to a new level in-@®0% making 20,600 bikes
available at more than 1,450 rental statitmg times as many stations as subway stapae of

which are located about 300 yards apart. Bikesrw essentially an extension of the public
transportation system in Paris. Barcelona and Lyon have also started major programs in the last
two years, and new initiativeseaplanned for Rome, London, Moscow, @ea, Beijing, Tel

Aviv, and Sydney, as wiehs in a few U.S. cities, including Washington, DC, and San Francisco.

Size of the international market for apparel, clothing and shoes

The sector apparel, clothing and shoes contains the following product groups according to the
statistics of thénternational Trade Center:

- Manufacturing oleather, animal gut, harness, travel ggods

- Manufacturing of gicles of apparel, accessories, knit or crochet

- Manufacturing of gicles of apparel, accessories, not knit or crachet
- Manufacturing of dotweargaiters and the like, parts thereof

34



BULGARIA - SERBIA IPA CROSS-BORDER

PROGRAMME

N
Yo

Figure 36 World export of articles of leather, animal gut, harness, travel gog@siro, 2008

2012
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Figure 37 World export of articles of apparel, accessories, knit or crochetiro, 2008 2012
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Figure 38 World export of articles of apparel, accessories, not knit or crochetiro, 2008

2012
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Figure 39 World export of footwear, gaiters and the like, parts there@&uro, 2008 2012
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Figure 40 World import of articles of leather, animal gutharness, travel goodsuro, 2008
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Figure 41 World import of articles of apparel, accessories, knit or crochetiro, 2008 2012

World
8
149,065366
s 160 - 137,643369
| 126,222837
§ 140 ,
2,206386
= 100 LA 109,179675
100 -

80 -
60 -
40 -
20 -

2008 2009 2010 2011 2012

Source: International Trade Center

37



N
Yo

BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME

Figure 42 World import of articles of apparel, accessories, not knit or crochetiro, 2008
2012
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Figure 43 World import of footwear, gaiters and the like, parts thereauro, 2008 2012
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Figure 44 Total world export and import ofapparel, clothing and shoe®uro, 2008 2012
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The development of the world marketagdparel, clothing and shoissstable and is growing at a
steady paste. As for the other industries there is a negative trade balance with very high import
and not satisfactory export. This is again beneficial for the Bulgarian export as there is
unsatisfed demand.

This growing trend on the market is provoked mainly by two factothe revival of the
international economy and market and the development of the internet trade asizhithking.

The possibility to buy all types of products and mainly clothes via ietastempting many
consumers to increase their purchases. The advantages of the electronic trade and the vast choice
of e-shops with high discounts are attracting more and more consumers worldwide every day.
The growing access to internet is also contmguto the fast development of this type of trade

and thus to the growth in the demand and the production of apparel, clothing and shoes.

A good strategy for the Bulgarian companies in this sector is to focus not only on the quality and
pricing of theirproducts but also on the advantages that tbenemerce is offering. This type of

trade will allow them to reach bigger group of consumers from the national and international
market with ease. The-eammerce helps businesses to reach through their tangetnae
beyond the boundaries; it makes their services or products available to potential users 24x7/365
days. It helps them to be in touch with the customers all the time and at any time they wish. This
is also a good way of receiving direct feedback fremech customer and better knowing their
needs.
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E-commerce applications are also SEO frien8lgO has become important in this neck to neck
competition of internet marketing-&mmerce website development provides great exposure to
the business througtsiSEO friendliness and makes it more visible in different search engines.

That type of trade also helps to get effective marketing at affordable rates which reduces the
overall budget that one may spend for publicity and advertisement. Furthermorews all
customization; one can easily change or modify the contents with very less efforts which is a
highly scalable and secure process for expanding a business online.

Finally the introduction of eommerce helps to boost up the business revenues. Itrs use
friendly and thus all ows more users or potent
increases sales volume leading to high performance with fewer attempts.
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Share of products from Bulgaria

Figure 45 Share ofproducts from Bulgarig 2008- 2012
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The share of the Bulgarian export in the world export of the five key industries is not very high

Source: International Trade Center

but for the studied period 20082012 this share is stable and even growingttier export of

bicycles and other cycles. This is also the product group in which the country has the highest

share in the world expoit 1.2% for 2012. An important contribution for this relatively high
share is accounted for by the company Cross OOD whkidperating in the Municipality of

Montana and is exporting about 98% of its annual production to Germany, Holland, Austria,
Switzerland, France, Denmark, Sweden etc.
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Figure 46 Share of products from Bulgaridy product group in the food and beverage
industry, 2008- 2012
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Looking closely in the product groups included in the food and beverage industry we can see that
the country has the highest share in the world expdi©dfseed, oleic fruits, grain, seed, fruit,
etc,neeil 0. 8% f or 20 1 Rilling produdtspmak, dtardhes, infilin, wheat gluien

with 0.5% for 2012. All of the groups included in this sector mark steady percent without drastic
changes provinghe stable position of the Bulgarian export but at the same time showing that it

is not gaining higher competitiveness in order to obtain more shares in the international market.
The product groups for which the country rank highest are such productsahn thbi country

has long years of experience and abundant natural resources. Building on the basis of these
natural resources the companies exporting these products have the potential to expand even more
but it should be noticed that such expansion is patisable without the adequate government
support in the agriculture.

Figure 47 Share of products from Bulgaridy product group in theapparel, clothing and
shoesindustry, 2008- 2012
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Source: International Trade Center

The share of the Bulgarian export in the world export of the product groups included in sector
Apparel, clothing and shoés the only share marking a relative decrease. For 2012 compared to
2008 all p r o d lraotweag gadeus @y the ikegrpsphereal r egi st er a
in the share of the world export of 0.1940.2%. Considering the fact that many Bulgarian
companies from this sector have been working extensively with Greece partners for the
production by order this decline can be cdnited to some extend to the severe crisis in Greece
and the bankruptcy of many companies in the country.
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Share ofthe Bulgarian export in the total international
import

In late 2008early 2009 the Bulgarian export decreased with ragesilar to thoseof the other

EU countries, which was mainly due ¢ontracted world demand. In 201flte share of Bulgarian
exports wagestored to its prerisis values and for the last two years it is keeping its positive
development.

The fast contraction of the curreatcount deficit is indicative of thkhigh flexibility of the
economy.The current account adjustmemgsulted in a low deficit of 1% of GDMncreased
exports of goods anienproving cost competitiveness dtee main reasons for a better external
position,as well as the structure ekports dominated by basic metals, food and oil products.

The sharén EU trade did not dampen in 2009 and Bulgaria continued to gain market stiae in
next years The Bulgarian export improveth 2010as nominal merchandisexport was 33%
higher compared to 2009. It reflected both increase of external demand as well as higher
international commodity prices such as: metals, textiles and food.

Figure48Bul gari ads share in World and EU
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Source:MF staff calculations based on WTO and BNB data

44



BULGARIA - SERBIA IPA CROSS-BORDER
PROGRAMME

In 2010 the Bulgarian export egi st ered steady and high gr o\
mat erial so accounted for the | athgexgotin2pl®si t i ve
increasing by 37% -g-y in nominal terms, where ferrous and Aemous metallurgy export
expandedhe most. The investment goods were the second best perforseotpr, increasing by

41% due to the continuing recovery in our main trading partiefdi ner al fuel s,
el ectricityo also post ed anajdr cogthbutign frorwthensubo f 4 1 ¢
sector APetroleum product so.

Although the export of consumer goods increased less impressively by 20%, it pertaitied as
best performing grouping of exported ggoin the past few yearfhe mnsumer goodsxport
registered the smallest decrease during the crisis. In nhominal values irc@df@@red to 20Q8
the exportof this group of goods increased by 15.8%. Bulgariatteaitions in agriculture and
food procasing and has a still uncovered potential govduction and expomf bio food and
fuels.

Figure49Bul gari ad6s merchandi se export cor
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In 2010, the Bulgarian exporgrowth rates are significantly higher than the average for EU
countries. Thus, the country gains higher market share compared to most of the other EU
countries.
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Figure 50 Nominal growth of the export
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In 2010 there is a shift of the geographical structurthefexporttowards third marketsSome
new markets, mostly Asian were enteredtloyBulgarian companies in 2010. Fexamplethe
export to China have nearly doubled in 2010 #mel exportto Turkey increasedby 56.6%
compared to 2009. In 2010 these countries have been reemerging friinarniceal crisis faster
compared to EU and therefore their markets absorption grew filgteertheless, in 2010 EU
absorbed about 61% te Bulgarian export anchts sharealthough declining from nearly 65%
in 2009, makes EU the largest and most impottading partner for Bulgaria.

Currently Bulgaria is among the top performing countries from the new EU memberssof
export The increase dhe Bulgariarexportremains second only to Lithuania.

Figure 51 Growth in the export (Q1 2008 2010)
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Source: Eurostat
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Bul gariads terms of trade (ToT) havereceimapr ovec
more imports for a unit oits exported goods or services. There is a slight shiBudfarian

export structure towards higher technology products but the main reasofevdmable ToT
developments are in increasing world prices of intermediate consungmmis like metals,
whichaccount for a large portion of Bulgarian exports.

Figure 52 Terms of trade (annual rate of change)
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Since the last quarter of 2008 the level of REER deflated by export prices of gocndacels
has declined significantly. In this peridde Bulgarian economy was affected by tgbal
financial and economic crisis. The insufficient external demand and accordingtptomodity
prices contributed to the decline in the export pridée etternal demand hascreased after the
second half of 2009, arttie Bulgarian export of goods registered doudigit growth rates in
nominal and real terms in 201iis positive trend continues in the next two years

Figure 53 REER deflated by export prices (annual rate of change)
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