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FOREWORD

VALERY BELTCHEV
MINISTER OF FINANCE
OF THE REPUBLIC OF
BULGARIA

The new financial technologies are
entering ever more widely in the
modern life of citizens and businesses.
Innovations in the area of financial
services are linked to further
possibilities but also to new risks for
citizens, businesses and
administration. Interaction between
governments and NGOs in this area
are therefore essential. The Ministry of
Finance cooperates actively with
fintech representatives, including with
the Bulgarian Fintech Association. We
are convinced that in the future this
cooperation will not only continue but
will be reinforced as well.

We welcome the efforts of businesses
to unite and to speak in one voice
before the government institutions.
We will share two examples of a
successful experience for cooperation
between the Ministry and the
Bulgarian Fintech Association.

In February 2021 the Council of

Ministers adopted the National
Financial Literacy Strategy and an
Action Plan 2021-2025 thereto.

Digitalisation issues are relevant for
each of the priorities, with digital
technologies being one of the key

INTRODUCTION

channels of implementing activities
aimed at enhancing the financial
literacy of the various groups of
society. In order to highlight this,
there is a special section in the
Strategy devoted to the link between
digitalisation and financial literacy.
The Action Plan also provides for
specific measures aimed at
developing educational content for
digital financial services and
products.The Bulgarian Fintech
Association, in the capacity of a
member of the inter-institutional
working group on financial literacy
set up by an order of the Minister of
Finance, took active part in the
elaboration and the consultation of
the Strategy.

The Ministry of Finance leads and
takes part in the process of
negotiating the European legal

framework on digital finance, the so-
called “digital package”. It consists of
legislative initiatives in two key areas:
operational sustainability of digital
technologies and regulation on
markets in crypto-assets. The
proposal for a regulation on digital
operational resilience for the financial

Be part of the movement at fintechbulgaria.org
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VALERY BELTCHEV

MINISTER OF FINANCE
OF THE REPUBLIC OF
BULGARIA

sector covers all market players and I wish good luck to the Bulgarian
aims to protect and limit the impact Fintech Association and to its activity
of any potential issues related to the and initiatives.
new technologies. It also envisages

supervision of service providers

(including big data suppliers) offering

cloud services to financial institutions.

The legislative proposal on crypto-

assets aims to benefit from the

possibilities they provide while at the

same time Ilimiting the risk for

investors and maintaining financial

stability. In this regard, a

comprehensive supervision

framework for crypto asset providers

across the EU is also being set up. The

regulation will govern the crypto-

assets which are not currently

covered by EU legislation (including

asset-referenced tokens). The Ministry

of Finance has direct contact with all

market players that have the

possibility to share their views and to

review and propose amendments to

the legislative proposals through

participation in the working group to

the Ministry.

Be part of the movement at fintechbulgaria.org




FOREWORD

The dynamic development of
technology and digitalisation are
beginning to gain an increasingly key
role in the global economy. Bulgaria
successfully falls in the scope of
interest of foreign investors as a
favourable environment for the
development of innovative products
both for end-users and for FinTech
companies themselves.

The last year, marked by the Covid-19
pandemic, has not only changed our
understanding of reality, but it
imposed new rules and gave a strong
impulse to the digital transformation
in the non-banking financial sector.
For the first months of 2020 our
observations in the insurance,
investment and pension insurance
sectors show technological progress
equal to what has been achieved in
the last three years before. This is also
a prerequisite for considering that
digital finance will continue to evolve
and will become standard consumer
behaviour.

For the future the Financial
Supervision Commission will continue
to be fully committed to its main
strategic objectives, namely: to
protect consumers of financial
services, to maintain the stability of
the non-banking financial sector and
to promote the development of the
insurance, investment and pension
insurance sectors.

INTRODUCTION

PETAR DJELEPOV
MEMBER OF THE
FINANCIAL SUPERVISION
COMMISSION

In this regard, the challenges we face
are the development of legislative
and supervisory framework regulating
financial innovation while facilitating
the access of new players, ensuring
security, consumer trust and
compliance with personal data
protection standards. Our goal is for
more innovations to enter the
insurance, investment and pension
insurance sectors in Bulgaria, while
the interests of consumers are
maximally protected.

| believe that the future draws a
picture in which we must all unleash
our potential to create an
environment for a digital world in
which everything will happen with
ease and security for every consumer.

Be part of the movement at fintechbulgaria.org




PREFACE

FINTECH - THE
NEW KID ON
THE BLOCK

Some consider FinTech a buzzword,
meaning nothing else but a small
niche within financial services. Others
believe it is a brand new sub-sector,
limited to fast-growing technology
advanced SMEs. In fact, FinTech is
both the investment and the use of
technology by traditional financial
institutions, as well as the newly
formed financial business models.

At BFA, we consider any company to
be FinTech in which the core business
is related to the creation or use of
technologies enabling innovation;
facilitating the provision, access, and/
or usage of financial services,
including technologies in payments,
money transfers, insurance, digital
lending, personal finance & savings,
digital banking, investment, debt
collection, and accounting.

INTRODUCTION

If Bulgaria is to take the lead, not only
as a regional but also as a global
leader in financial services, then we
must lead this technological
revolution behind new FinTech
businesses. This can undoubtedly,
only happen with a well-developed
internal market, highly efficient and
effective public institutions, and a
well-developed education system that
maintains a rich talent pool able to
answer to current business needs.

In this report, we take a holistic
approach, presenting Bulgaria and its
role on the European FinTech Map
and diving deep into the challenges
and solutions our market faces.

THE CLUSTER

What started as an association of
some of the most prominent FinTech
companies and professionals in the
country, and with the help of the
whole team and all our partners, has
now evolved into a proper cluster
organisation, uniting the key
stakeholders in the region towards a
higher goal - to improve the well-
being of a nation through the
development of an emerging industry.

At this point, | would Ilike to
congratulate BFA's team, FinTech's
representatives, and all of those who
have contributed their knowledge
and expertise to this important report.

VALERI VALTCHEV
CHAIRMAN OF
BULGARIAN FINTECH
ASSCOATION

Be part of the movement at fintechbulgaria.org



INTRODUCTION

THE ASSOCIATION

The Bulgarian Fintech Association is a
non-governmental, for-impact
organization uniting all interest
parties in the sector of digital finance
innovation. The association was
established at the end of 2018 and has
attracted 59 member organisations,
among which Paynetics, Nuvei,
Varengold Bank, Paysera, Paysafe,
Klear Lending, Mastercard, Postbank,
two universities - Sofia University and
VUZF, and many others. As of
November 2021, the Association
represents more than 7300 employees
in the Digital Finance sector in the
region of SEE. Our ultimate goal is to
establish Bulgaria as a leading Fintech
Hub in the region.

THE FINTECH GURU

Deyan Radev, PhD is an Assistant
Professor of Fintech and Banking at
FEBA since 2020. Dr. Radev has 15
years of prior experience at Goethe
University Frankfurt, University of
Bonn and the European Central Bank.
He is a member of the Digital Euro
Association and a strong proponent of
a programmable Euro. Aside from
fintech, his expertise includes
financial crises and systemic risk,
bank resolution and banking

regulation. At the Faculty of DEYAN RADEV, PHD
Economics and Business

Administration, Dr. Radev teaches the ASSISTANT PROFESSOR OF
course FinTech and E-Banking and FINTECH AND BANKING
courses in banking regulation and PETAR BERON FELLOW IN
empirical finance. ECONOMICS

Be part of the movement at fintechbulgaria.org
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EXECUTIVE SUMMARY

In 2021, there are 135 FinTech
companies in Bulgaria, of which
95% are SMEs, mostly located in
Sofia, Varna and Plovdiv.

The Covid-19 pandemic gave a
boost to the creation of FinTech
companies, which in 2020
reached 18.

Despite the pandemic, the total
operating revenue of the industry
is increasing and peaked at,
respectively, BGN 1.4 billion and
BGN 1.063 billion in 2020.

The Digital Payments segment is
by far the largest contributor to
the performance of the sector. In
2020, it represented 66% of the
total operating revenue, followed
by Alternative Credit and Data
Analytics and Digital Asset
Exchange FinTech companies.

About half of the total Bulgarian
FinTech revenue came in 2020
from the 2020 Top 5 FinTech
companies. Three out of five of
the best performing FinTech
companies in the country are
home-grown FinTech champions.

The operating revenue of 2020's
Top 5 Most Dynamic FinTech
companies increased by a 29%
average.

The total expenses of the
industry reflected the trend of an
increasing operating revenue
and reached a peak in 2020 of
BGN 1,214 million.

FinTech personnel hit an all-
time high of 8665 in 2020. With
an average 14% increase of
workforce in FinTech, the
Personnel costs in 2021 were
BGN 435 million.

The Bulgarian FinTech's
operating revenue per employee
continued to steadily grow in
the period 2015-2018 by about
7% on an annual basis, achieving
a peak of BGN 138.2 thousand in
2018.

BFA  analysis reveals that
personnel costs in 2020 have
increased more than 3.5 times,
compared to 2015.

The amount of FinTech
personnel hit an all-time high of
8665 in 2020. With an average
14% increase of workforce in
FinTech, the Personnel costs in
2021 were BGN 435 million.

A BFA study finds that the
average gross monthly salary in
the FinTech industry in 2021 is
is BGN 3,815 (EUR 1,950), more
than 2.5 times bigger than the
country average gross in 2021.

Be part of the movement at fintechbulgaria.org




The specialists most in demand
are software engineers, project
and product managers, followed
by data scientists.

In April 2021 BFA launched the
inaugural edition of Women in
FinTech Bulgaria Study 2021. The
study was aimed at providing a
current snapshot of gender
equality in the FinTech industry
in Bulgaria, as well as the
challenges and opportunities
facing the female talent in our
ecosystem.

BFA Women in FinTech survey
2021 shows that 44% of all
employed in FinTech in Bulgaria
are women and 62% of Fintech
companies have at least one
female member in the Board of
Directors

Bulgarian FinTech
representatives believe FinTech
is a driving force for change and
a serious factor in increasing
competitiveness within the
traditional financial sector.

63% of Bulgarian Fintech
companies take measures to
seek diverse candidates when
hiring.

2021

EXECUTIVE SUMMARY

BFA Women in FinTech survey
reveals that the top 3 measures
to be taken to stimulate more
female involvement are flexible
working to allow more time with
family, help with childcare, and
better support for returners
(from maternity leave)

In 2021, BFA'’s FinTech
educational initiatives reached
more than 300 people and
attracted 70+ participants to the
FinTech hackathon.

For a second consecutive year
the Faculty of Economics and
Business Administration at Sofia
University "St. Kliment Ohridski"
and BFA launched a "Finance,
Investments and FinTech
Master's degree program.

The European Commission and
the Organisation for Economic
Co-operation and Development
are working together to develop
a financial competence
framework for adults, followed
by a framework for young
people. It's about creating
standards that are commonly
used and recognised across the
EU.

Be part of the movement at fintechbulgaria.org
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EXECUTIVE SUMMARY

BFA enters VUZF to teach
FinTech to reach the ambitious
task of navigating and
encouraging students in the
world of financial technologies.

Master's program "Digital
Finance - FinTech" has been
taught at the Faculty of

Economics of SWU "Neofit Rilski"

-Blagoevgrad since 2019. This

year it will incorporate BFA and
its member companies who will
show real-life
FinTech.

Being the most cost-effective
FinTech location in the world,
Sofia has created a trustworthy
environment for the ecosystem.

InvestBulgaria Agency (IBA) and
BFA formed a public-private
partnership towards attracting
FinTech FDIs, where IBA assists
with governmental support and
BFA, and with the most efficient
introduction to the FinTech
ecosystem. Thus, a dedicated
team of investment experts and
private sector representatives
are always ready to help the
development of the FinTech
environment in Bulgaria.

examples of

In the last two years, € 32.2
million has been invested in
Bulgarian FinTech SMEs. More
than €6 million came from 5
Bulgarian investors who saw the
potential in more than 10
FinTech SMEs.

A total of € 23..5 million came
through funds from Germany,
the Netherlands, and the US.

In the last three years, BFA has
been an active part of the
FinTech legislation process in
Bulgaria. For this period, the
Association submitted more
than a dozen industry opinions
to the Bulgarian authorities on
laws and regulations relevant to
the Bulgarian industry, such as
the National Strategy for
Financial Literacy, and
Consumer Protection Law. On a
European level; Digital Strategy
for the EU - European Measures
to Support Digital Finance in the
Post-COVID-19 Context.

BFA remains committed to the
SEE FinTech community and will
continue working towards
achieving the goals of the
ecosystem.

Be part of the movement at fintechbulgaria.org
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EXECUTIVE SUMMARY

A 2021 BFA survey found that
around half of Bulgarian FinTech
representatives find the missing
innovation infrastructure
(innovation hubs, regulatory
sandboxes, etc.), the lack of
governmental support, and the
lagging regulatory environment
the leading challenges in
Bulgaria.

In 2021, the Financial
Supervision Commission (FSC) in
Bulgaria adopted a Strategy for
monitoring financial innovation
for the period 2021-2024. It
builds on the previous strategy
and outlines, in the long run, the
direction in which FSC s
committed to developing its
supervisory activities and
implementing the
harmonisation of the national
regulatory framework and
practices in the field of financial
innovation at the EU level.

In addition to the existing
Innovation Hub at the FSC, the
new strategy provides
preconditions for analysis of the
need for developing a Sandbox.
The possible introduction of this
international practice will allow
FinTech companies to test the
products in a real and secure

environment while the
supervisory body  will be
monitoring this process in order
to adapt its
regulation/supervision to

technological progress.

The European Commission
works with a digital finance
strategy and legislative
proposals on markets in crypto-
assets (MICA), the DLT pilot, and
on a digital operational
resilience act (DORA), as well as
a renewed strategy for modern
and safe retail payments.

The European Central Bank and
the European Commission
services are currently jointly
reviewing, at a technical level, a
broad range of policy, legal and
technical questions emerging
from the possible introduction
of a digital Euro, taking into
account their respective
mandates and independence
provided for by the Treaties.

In June 2021, The European Bank
for Reconstruction and
Development, and the Bank of
Greece launched a regulatory
sandbox in Athens. This project
builds on the existing work the
Bank of Greece has already done
through its Innovation Hub, and
the sandbox will function as a
live testing environment that
can bring positive results,
especially given the complexity
of applying the Greek legal and
regulatory framework
surrounding financial services to
technology-driven financial
products.

Be part of the movement at fintechbulgaria.org




In 2021, BFA conducted a survey
on the FinTech technologies
applied by the Fintech industry
in the country.

The study found that 3/4 of the
Bulgarian FinTech ecosystem
applies Big Data and Data
Analytics, while Artificial
intelligence and Machine
learning are less popular, with
only 43% of respondents using
them.

Bulgaria's FinTech industry is
still relatively new and skeptical
about the implementation of
Blockchain and Robotic Process
Automation.

The technological urge and the
COVID-19 pandemic have forced
traditional financial institutions
to transform their portfolios and
come up with innovative
FinTech solutions..

In 2021, almost all Bulgarian
banks offer digital solutions,
amongst which are completely
digital customer loans, mobile
banking applications, instant
digital payments through Apple
Pay, and many more.

2021

EXECUTIVE SUMMARY

Collaborations between FinTech
SMEs and incumbents are still
rarely seen on the market.
However, there are some bright
examples of partnerships, such
as the e-wallet solution for
Bulgarian American Credit Bank
(BACB), provided with the help
of Bulgaria-based payment
service providers (PSPs)
Paynetics and Phyre.

Be part of the movement at fintechbulgaria.org
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CHAPTER |
Bulgarian FinTech Landscape 2021
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