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Abstracts

Core Views

Bulgaria's debt and deficit will continue to increase over the coming years, having grown

considerably in 2014 due to a bank bailout and weak revenue growth. Nevertheless, the

country will remain on a sustainable fiscal trajectory due in part to its exceptionally low

public load.

Bulgaria's economic recovery will be weak in 2015 as domestic demand remains

elusive. Deflation and political uncertainty compound already weak confidence levels

among businesses and mean that a sharp bounce back for the economy is unlikely. We

are forecasting Bulgaria's current account to return to deficit in 2015 on account of the

economy's exposure to the eurozone as both an export market and remittance

origination point.

Major Forecast Changes

We have revised down our 2015 and 2016 headline real GDP growth forecasts to 1.9%

and 2.4% from 2.5% and 3.2% respectively to reflect weaker than expected demand in

key eurozone export partners. We have downgraded our 2014 inflation forecasts for

Bulgaria to reflect deflationary pressures which have endured longer than we originally

anticipated. For 2015 and 2016, we have revised down year end forecasts to 0.8% and

1.2%, from 1.2% and 2% respectively.
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