






4   Perspective   June/July, 2007

Editor’s Corner

American Chamber
of Commerce in Serbia

Vlajkovi'eva 30/III/10
11000 Belgrade, Serbia
Tel: +381 11 334 5961
Fax: +381 11 324 7771
Web: www.amcham.yu

Editor-in-Chief
Mirjana Stefanovi'
stefanovic@amcham.yu

Editorial Board
Bojana Vuka[inović, 
Executive Director
Amalija Pavić, 
Regulatory Affairs Advisor
Zoran Skopljak,
Regulatory Affairs Advisor

Editorial Contribution
Chris Farmer 
farmer@farmer-spaic.co.yu

Member Benefit & Network
Branislav Valent, 
Advertising & Promo Coordinator

Production 
Frame media 
Cara Lazara 9
11000 Belgrade, Serbia
Tel: +381 11 3285 883
Fax: +381 11 3285 890
redakcija@framemedia.net

Director of Photography
Miroslav Petrovi'
mikica5@blackbox.co.yu

Graphic Layout and Prepress 
Branko |u\i'
branko.zuzic@blackbox.co.yu

Design and Cover Page
LPT Publicis 

Printing
Rotografika, Subotica

AmCham
Patron
Members

Dear readers,

Capital markets development has become the “talk of the 
town” in Serbia. Financial experts, authorities, media, business 
leaders, they are all talking about the need to develop effi-
cient mechanisms for raising long-term capital. It provides for 
businesses to grow but also a country to finance activities and 
invest in infrastructure, employment generation and further 
social and economic development.

Once again, in joint efforts with experts and profession-
als from our member companies and partner organizations we 
have put together a comprehensive review of the current sta-
tus as well as prospects in this sector.  The list of people who 
deserve the full credit for the quality content that you have in 
front of you is long. Primarily, we thank all our colleagues and 
fellow members, whose articles you will be reading on the 
following pages for shedding the light, from their respective 
angles, on the possibilities for improving functioning of the 
financial markets in Serbia.

I also want to thank my colleagues from the Executive Office Bojana, Amalija and 
Zoran for their direction and guidance throughout the process of preparing this issue. 

It is our particular privilege to present you our colleagues from American Chamber of 
Commerce in Croatia and their Second Vice-President Wahyd Vannoni who wrote a piece 
on Croatian experience with listing of national Oil Company INA. 

This issue of PERSPECTIVE comes to you in greater volume in terms of pages as well 
as the circulation. With great assistance of our members, we are putting our best effort to 
meet the growing demand of business and investment community for our magazine.  

Development of the capital market depends on the efficient and sustainable institu-
tional and legal framework. In our view, achieving such an ambitious goal can be reached 
only through a dialogue between public and private sector that helps identify areas of 
potential improvement in the policymaking. Having said that, I would like to point your 
attention to the interview with the newly appointed State Secretary of Finance, Mr. Slobo-
dan Ilić who presented his Ministry’s view on this topic. 

We hope you will enjoy this issue of PERSPECTIVE. Our invitation for your feedback and 
suggestions remains open as always. 

 
Sincerely,

Mirjana Stefanovi'
Communications Manager
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I
n times of change, we are faced with many new opportunities 
and many new challenges. 

In the past few weeks and months, we have been witness 
to several important changes in this country as well as within 
AmCham Serbia itself. The advent of a newly formed democratic 
government in Serbia is one which we have welcomed enthu-
siastically. And, closer to home, my appointment to assume the 
role of AmCham President is also a change which both honors 
and humbles me. 

As I take up my responsibilities in leading the AmCham Board 
of Governors, however, I am very deeply aware of the need to 
be mindful of those things which do not so easily change: our 
values, our convictions, and our mission. 

One of the most profound convictions which give strength to 
an organization such as ours is the understanding of our position 
and responsibility as a leader in change. Our position is derived 
from the individual strengths of our membership, 170 strong to-
day, and our responsibility is to the members, the communities 
in which we live and work, and the growth and prosperity of the 
economy which surrounds us all. 

Collectively, AmCham Serbia is a vast storehouse of exper-
tise and know-how which we are ready to share freely with our 
partners in the new government. We will continue to engage the 

government to strive toward an open and transparent market 
environment, free and fair competition, and provide experience 
and expertise from across the globe in order to foster the imple-
mentation of best practices in business, industry, and commerce 
here in Serbia. 

As we move into the next chapter of the life of this Cham-
ber, it is my belief that we have two very important opportuni-
ties ahead. Firstly, by continuing to support the reform process, 
endorsing progress and pointing out solutions for weaker areas, 
AmCham Serbia and its members is a reference point for decision 
makers effecting policy and regulation in the business environ-
ment. And secondly, by fostering a greater spirit of inclusiveness 
and mutual assistance, we will ensure that each member of this 
Chamber has a voice and a forum to express views and concerns 
and become an active part of AmCham.

The world around us is in a constant process of change; it is a 
natural fact of life. The challenge which we must all meet on a daily 
basis is one of maintaining our course, striving to make AmCham the 
most influential business association in Serbia by setting individual 
example. We have the ability as AmCham Serbia to help shape this 
change and guide it, embracing the new as a part of an unbroken 
chain toward a prosperous European future for Serbia and help lay 
the foundations of a truly free market economy. 

DEAR FELLOW AMCHAM MEMBERS,

Douglas Matthews
President
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Interview Slobodan Ilić
State Secretary of Finance

T
he four largest weaknesses of our capital market are in the 
following: a negligible stock exchange market (only one 
company on the official listing), a weak offer of market 

material, insufficient investor protection and development of 
corporate governance/culture and the low level of institutional 
investor development. A prerequisite for the establishment of a 
sound financial system is the completion of the privatization pro-
cess, accompanied by determined restructuring and bankruptcy 
proceedings implementation,” observes newly appointed State 

Secretary of Finance Slobodan Ilić in an interview for AmCham 
Perspective. 

He considers the experience of successful countries in transition 
to clearly prove that the financial system and capital market are 
of crucial importance for economic growth and development. Fur-
thermore, he notes that a prerequisite for the further development 
of the financial sector in Serbia is accelerated economic develop-
ment and an increase in the standard of living, noting that the same 
domestic capital that should be the investment driver of growth is 
in very short supply. “It can be concluded that the financial sector 
growth and economic development substantially depend on how 
successful we shall be in attracting foreign investment.”

What will be the focus of Ministry in the next six 
months? 

In view of the time when the government of the Republic 
of Serbia was constituted and the circumstances related to tem-
porary financing, the first task of the Ministry of Finance was to 

prepare the 2007 Budget Law and submit it to the competent in-
stitutions for adoption. The budget adoption will be accompanied 
by all activities within the competence of the Ministry of Finance 
that should ensure macroeconomic stability and the creation of 
an environment for the acceleration of reforms of both the finan-
cial and the overall economic system. Since we are now in the 
middle of the year, the preparation of the 2008 budget will soon 
be on the agenda.

What is the current state of affairs in public finance? 

In the process of the new budget’s preparation, we shall at-
tempt to give a balanced proposal in line with the goal of macro-
economic stability, and we hope that it will be adopted as such. It 
is important that the new budget will integrate the National Invest-
ment Plan (NIP) with all the positive consequences of such integra-
tion. With regards to the fiscal measures, the Ministry of Finance will 
fulfill some of pre-election promises within its area of competence, 
such as the abolishment of the tax for first-time buyers of flats and 
a reduction of the tax on the purchase of computer equipment. Spe-
cial attention will certainly be paid to the future treatment of capital 
gains realized in the capital market. 

How do you see the role of the Ministry of Finance in im-
proving capital markets in Serbia? 

The legal framework determines the business and invest-
ment environment. The Ministry of Finance perceives its role, 
first of all, in the improvement of legislation. A review of existing 
laws will show whether they are in line with the goal of ac-
celeration of economic/financial reforms and whether they are 
implemented. A change in approach is of particular significance 
as well, because it must be understood that it is not sufficient 
simply to adopt laws but that they must be implemented in 
practice as well. In the adoption of new financial laws, we shall 
propose and support legislation that is in line with modern Euro-
pean laws, general international standards and present a result 
of the experiences of EU countries. It is implied that they have to 
be mutually consistent as well.

CAPITAL MARKETS

STRATEGY EXPECTED

> The Ministry of Finance perceives its role, first of all, in the improvement of legislation. 
A review of existing laws will show whether they are in line with the goal of acceleration of
economic/financial reforms and whether they are implemented.  With the adoption of the
Strategy for Capital Markets Development, answers would be provided to important issues, 
which both the domestic and international investment communities are currently facing. <

> Special attention will certainly be 
paid to the future treatment of capital 
gains realized in the capital markets. <



Would you foresee the adoption of comprehensive gov-
ernment strategy for the capital markets? 

With the adoption of the Strategy for Capital Market Develop-
ment, answers would be provided to some very important open 
issues, which both the domestic and international investment 
communities are currently facing. This would also have positive 
repercussions on the risk assessment conducted by investors. Our 
ministry can be expected to work on this strategy which should 
be adopted in the following period. This is also expected from us.  

Where do you see how the government could provide in-
centives for capital market participants? 

There are several moves of political and economic nature, 
which the government of Serbia can make in order to stimu-
late the capital markets and intensify the interest of its par-
ticipants. I shall focus on just a few of them. First of all, there 
is a need for the government to present in the near future 
to the international and domestic investment communities 
the plan and timeframe of public enterprise restructuring and 
privatization, as potential candidates for IPOs. Next is the mes-
sage that would be sent to the investors with the adoption of 
the Law on Restitution. The expansion of the financial sector 
presents a prerequisite for accelerated economic development 
in countries in which private property is clearly regulated and 
protected. With the adoption of the law on property, where 
restitution plays an important role, we shall promote legal 
safety and credibility of the country as investment destination. 

Finally, a submission of our country’s application for EU would 
certainly have a positive effect on the position and behavior of 
serious investors.  

There has been some debate on the reduction of the 
capital gains tax? 

Harmonization of our financial legislation with EU stan-
dards would strengthen the legal framework, enabling inves-
tors, both domestic and foreign, to invest and operate in an in-
ternationally recognizable business environment, which would 
certainly affect the level of risk they include in their calcula-
tions. Based on such an approach and within these activities, 
the issue of future treatment of the capital gains realized in 
the capital market will be resolved. Investors are expected to 
respond positively to its reduction or complete abolishment. 

On the Foreign Exchange Regime, do you foresee further 
liberalization and reduction of bureaucracy in that area? 

Further liberalization as well as the elimination of administra-
tive barriers will make our country an even more attractive in-
vestment destination. In view of the competences of the Ministry, 
we shall be permanently focused on one question: Do foreign 
investors recognize our environment as favorable for investment 
and business operations? We believe that, for the purpose of ac-
celerated development of our country, we shall be able to provide 
the right answers to this question, which will help them definitely 
decide not to leave Serbia out of their investment plans. 
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BELEX Perspective

J
ust a few years ago, from the perspec-
tive of the economic ambience prevail-
ing at the time, there were hardly any 

analysts that were optimistic enough to be 
able to predict today’s performance of the 
Serbian capital market. Without going into 
the details of the operations of the Belgrade 
Stock Exchange in the past, it is important 
to underline several milestones on the short 
road of its development. During the six-year 
period following the renewal of trade in 
Serbian companies’ shares in Serbia, after 
an intermission that subsisted for 60 years, 
many important statistics were noted. 

In 2001, the number of realized trans-
actions was 49, shares of seven companies 
were traded, and total turnover was slightly 
under CSD 100 million.  In 2006, the stock 
trading reached the value of CSD 88 billion, 
and it was achieved through 116,000 trans-
actions with more than 1,000 companies’ 
shares traded, with the value of average dai-
ly trading worth CSD 350 million. Already in 
May 2007, the number of concluded transac-
tions exceeded the total number of transac-
tions concluded at the BSE throughout 2006. 
Also, it is quite certain that in June of this 
year total turnover in the first six month of 
this year will have surpassed the total turn-
over achieved in the previous year.

The numbers give reason for opti-
mism. But how does this compare to oth-
er markets in the SEE region? 

The Serbian capital market was the 
last to start operations, lagging behind 
local markets in the region by ten years 
on average. Today, when we compare the 
results generated from the Belgrade stock 
exchange to results from the region, we 

CLIMBING HIGHER,
GROWING FASTER

Siniša Krneta
Director of Business Operations Division, Belgrade Stock Exchange

> When compared 
to the results from 
the region,  in just six 
years Serbian stock
market almost reached 
the performance of 
comparative markets. <
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can see that in just six years the Serbian 
market has almost managed to reach the 
performance of comparative markets. 

Turnover value is respectably com-
petitive, the level of market capitaliza-
tion likewise, and the same is true for the 
number of transactions. However, perhaps 
the greatest achievement of all is often not 
mentioned: the level of market liquidity. The 
Serbian market is still falling short of accept-
able liquidity. On the other hand, what often 
escapes the focus of the financial market 
analysts’ is the scrutiny of so-called implicit 
trading costs (market impact) of the most 
liquid segment of the market – the stocks 
traded by the continuous trading method 
– the candidates for the highest segment 
of the listing. Also escaping the focus is the 
level of trading among the most-traded se-
curities vis-à-vis the rest of the market, and 
all that in comparison with the same indica-
tors in the region. Measured by those pa-
rameters, the Serbian capital market could 
definitely be placed among the most liquid 
markets in the region.  

One of main market validations for 
the above statement is the boom of in-
dex industry. In addition to the Belgrade 
Stock Exchange’s two indices (BELEX15 
and BELEXline) and one index of Vienna 
Stock Exchange (SRX), there are at least 
three more indices containing Serbian 
shares that Central-European banks offer 
to their clients at the moment. Besides, 
the structured products industry is increas-
ingly basing their products on the Serbian 
shares indices. Even though any known 
ETF that is based on one of Serbian indices 
is still missing, the BELEX15 and SRX saw, 
in the first half of this year, the first in-
dex certificates listed on the Frankfurt and 
Stuttgart Stock Exchanges.

At first sight, anyone who is superfi-
cially knowledgeable about the situation 
on our stock exchange market would 
most probably deduce that all is coming 
up roses here. However, our market is far 
away from being a rose garden.

This is because, first of all, the de-
velopment of stock market has thus far 
rested, and is still for the most part rest-
ing, on the enthusiasm of its operators. 
Some encouraging messages are coming 
from the government; however we have 
not yet seen any serious strategy for the 
development of (non-bank) financial mar-
ket. This could be done primarily through 
a functional legal framework that would 
be well suited to the European continent, 

and then also through the privatization 
plans for state-owned companies which 
are often called “family silver.”  

Without a fundamental synchroniza-
tion of laws and regulations governing 
the securities market and relevant fiscal 
issues, and without initial public offers 
of state owned companies, it is hard to 
imagine that the competitiveness of Ser-
bian capital market could be sustainable.

There is no need to explain the impor-
tance of these issues for the country and 
its population. Timing is of key importance 
for the financial market. This was recognized 
by one of our neighbors and brilliantly used 
for the benefit of its market and economy.

At the end of last year, which was a 
record year according to a number of indi-
cators, it seemed that failing to take steps 
with regard to these issues was similar 
to missing the last train. That was how it 
seemed then. However, the beginning of 
2007 already brought a new opportunity 
for the government’s remedial action on 
the stock market. 

Market growth in 2007 was remark-
able. The leading index, the BELEX15 pro-
vided for its “followers” an approximate 
65% yield since the beginning of current 

year and, by the end of April, it drew 
dangerously close to 100%. The value of 
average daily trading exceeds last year’s 
by 150% and amounts to nearly EUR 10 
million. The absolute level of foreign in-
vestments is still rising and a particular 
reason for optimism is the fact that their 
relatively high share in the trading (FIS) 
is decreasing as a result of the dramatic 
inflow of domestic investments.

This year has already ensured a place 
in our history. In a previously unseen man-
ner, the stock market has in a flash, highly 
sensitively and especially nervously re-
sponded to a significant political event in 
the parliament. Even though this is a lesson 
that many a novice on the market learned 
when they least needed it, the stock market 
demonstrated one of its major functions – a 

strong reflection of political and economic 
developments in the country. 

Public commentaries made by the ex-
perts at the time were painted in many 
political colors. Political experts, may well 
be forgiven, but our economic experts can 
surely not be forgiven their failure to rec-
ognize already well-established conjunc-
ture fluctuations on the market. Such con-
juncture has been for decades typical in 
developed markets, and that may well be 
the reason why this year’s correction was 
again met with incredulity in Serbia even 
though it took place at the time when it 
was to be expected. “Again” because 
there is only a small number of those 
who, in previous years, took the second 
quarter market performance as a signifi-
cant sample based on which a correct ex-
trapolation of conjuncture was possible. 
It is easy to be wise after the event, but 
the Serbian market has been for years ex-
periencing the growth rate with a certain 
multiplier compared to that in the initial 
phases of development of other markets 
in the region. For any serious analysis, 
we must exclude those markets in our 
neighborhood in which the ratio between 
market capitalization and GDP reaches the 

astronomic 150%. There is no doubt that 
market is now passing through a correc-
tive phase. The BELEX15 index value at 
mid June was at a lower level than after 
the two-day dramatic and euphoric fall 
caused by political events which seem 
to have triggered rather than caused the 
fall.

According to stock market traders, the 
correction is very healthy. An unequivocal 
and matchless contribution to the health 
of Serbian stock market would be a vita-
min injection of initial public offers of the 
shares of companies which are presently 
state-owned. If Serbia too would fall into 
this very healthy adventure, it would see 
for itself all its advantages but also the 
barriers standing in the way to the execu-
tion of the plan. 

> The development of the stock market is still for the 
most part resting on the enthusiasm of its operators. 
We have not yet seen any serious strategy for the
development of (non-bank) financial market. <
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I
f we look back at recent events in Ser-
bia and the situation in which political 
events are connected with the drop in 

stock exchange prices, we can conclude 
that Serbia has also started considering 
the stock exchange more seriously. It is 
quite a different matter whether the de-
crease in share prices and BELEX index 
were directly related to political develop-
ments or if it were an expected market 
correction.

All this brings us to the issue of the 
role and function the capital market has 
in this country. According to comparative 
data on stock exchanges in the SE Europe 
region, the Belgrade Stock Exchange, as 
a driver of capital market development, 
is exhibiting excellent growth param-
eters. According to current information, 

in 2006 the Belgrade Stock Exchange 
doubled its trading volume relative to 
2005 and 2006, while the market capi-
talization of the stock exchange was RSD 
1,456.5 billion .

However, we cannot help but notice 
that the overall stock exchange trading 
was dominated by companies forced, due 
to legislation, to take part in OTC, around 

1,500 of them, whereas only one com-
pany, which was also formed through the 
privatization process, is included in the A 
listing of the Belgrade Stock Exchange. 
This step should certainly be welcomed, 
because it demonstrates that the Stock 
Exchange is entering a new phase of its 
development which is not characterized 
exclusively by statutory participation.

As regards capital-raising through 
capital market instruments, it can be 
concluded that companies have not suf-
ficiently tapped this potential. Domestic 
banks were mostly leaders in that pro-
cess; sensing that the time was right, 
they issued new shares, obtaining in 
this manner new capital necessary for 
further growth and development. It is 
interesting that this process was not rec-

ognized by many companies outside the 
banking sector. The main problem might 
be insufficient information about the 
possibilities of this method of capital-
raising, lack of knowledge of corporate 
governance principles, lack of other busi-
ness and financial qualities in the com-
panies themselves. On the other hand,  
the fact that some domestic companies 

are interested in entering other foreign 
stock exchanges points to the realiza-
tion that it is possible to run a company 
even though it is not 100% owned by 
a single owner and that increased own-
ership dispersion can have great advan-
tages. Some of those advantages are the 
company rating, market valuation, good 
corporate image and, obviously, capital 
raised cheaply.

New Entries

Apart from the companies that are 
ready to “open” to investors, it is also 
necessary to attract investors. Interesting-
ly, foreign investors account for over 50% 
of the volume on the Stock Exchange, 
which also points to the attractiveness of 
our market. New players include two do-
mestic investment funds, as well as pen-
sion funds. However, in order to go a step 
further and attract additional foreign insti-
tutional investors, certain procedures must 
be standardized, according to best practice 
from developed countries, so that inves-
tors might accept them more readily.

A legal framework is a prerequisite for 
a well-functioning capital market. In this 
country, obstacles include the lack of IPO 
regulations, non-existence of the possibil-
ity of price formation (“book building”) by 
professional investors before the begin-
ning of an IPO as a range, but only as a 
fixed amount, as well as the impossibil-
ity of offering blocks of newly re-issued 
shares, except in the case that the Share 
Fund is the owner of such a share block. 
The non-existence of rating agencies that 
would independently assess the risk of in-
vestment in certain securities may also be 
considered a large shortcoming from the 
point of view of professional investors.

As regards the actual approach to 
stock exchange trading and the entry into 
the domestic capital market, we have 
certain specificities which are codified in 
the legislation and present a classic ap-
proach to certain institutes. First of all, this 

> Apart from raising the level of awareness of 
companies themselves about the advantages 
of capital-raising in the market, and investors’ 
awareness and confidence, the Serbian market 
is in grave need of new securities and other 
financial instruments. <
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Broker Perspective Dragijana Radonjić Petrović
Executive Director, M&V Investments

STRATEGIC OBSTACLES

> Foreign investors account for over 50% 
of the volume at the Stock Exchange, which 
points to the attractiveness of our market. <
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refers to the discrepancies between the 
law and practice, leading to a practical 
impossibility for brokerages to maintain 
in their money accounts the accounts of 
their clients, which is standard practice 
in the region. Republika Srpska, B&H 
Federation, and Montenegro have simi-
lar provisions, which greatly simplify the 
paperwork necessary for opening an ac-
count in one place, instead of both with 
the broker and the bank.

Foreign professional investors of-
ten complain about the impossibility of 
giving more varied orders to domestic 
brokers, such as stop-loss, stop-buy, not-
held orders or  contingent orders. 

Some of the listed orders would shift 
the burden of decision-making on the 

time of trading with clear instructions 
(what to buy/sell and up to which price) 
to the broker, which, on the other hand, 
implies greater trust between broker 
and investor.

Apart from raising the level of 
awareness of companies themselves 
about the advantages of capital-raising 
in the market and investors’ awareness 
and confidence, the Serbian market is in 
grave need of new securities and other 
financial instruments. 

The privatization of public enterpris-
es such as EPS (Electric Power Industry 
of Serbia) and NIS (Oil Industry of Ser-
bia) and distribution and entry of their 
shares into the stock exchange should 
give a real additional boost to the do-

mestic market. Another realistic option is 
a reintroduction of corporate bonds, as 
well as new instruments such as munici-
pal bonds, mortgage bonds, options and 
other instruments. 

It would be much easier to go faster 
in the direction of capital market devel-
opment if there were a national strate-
gy, but that development is certainly in-
evitable. Such a message was also heard 
at the third annual conference held in 
Belgrade on the development of capital 
market and alternative investment in-
struments, so there are reasons for op-
timism. With a support of the legislator 
and institutions, the existing obstacles 
that can be found on any road can be 
easily removed.



I
n 2002, there were a few hundred names on the listing of 
the Belgrade Stock Exchange, out of which only a dozen 
were traded on a regular basis. This “regular basis” meant 

once every two to three weeks depending on interest. Only for-
eign savings bonds traded regularly, and presented a third of the 
entire daily volumes. The daily volumes recorded at that time 
were less than EUR 200,000 and the stock exchange were con-
sidered an obscure betting facility for experts. The market cap 
was around EUR 5.2 billion, out of which EUR 4.5 billion were 
foreign savings bonds. 

Slowly, shares from privatizations became available for sale, 
and companies started to list their shares on the BELEX. The first 
foreign funds (mostly hedge funds from the US and Scandinavia) 
slowly and cautiously started to appear. By 2003, daily turnovers 
reached what then seemed a respectable EUR 1.8 million. Equity 
then began to trade on a daily basis, and by 2005, the BELEX 
introduced the first few names to continuous trading. 

Then the second wave of foreign investors came. After hav-
ing seen how the first entrants fared, and after they learned that 
Serbia was not as risky as perceived in the press, they joined 
the market. By 2005, roughly half of the daily trading in equities 
originated from foreign legal entities. 

Early in 2007, the total turnover reached EUR 8.5 million per 
day, more than doubling 2006 figures. A number of new inves-
tors flocked to the market, along with newly introduced domes-
tic mutual and pension funds. In addition, the common people 
discovered the game of the stock market and started investing 
their savings. The Belgrade Stock Exchange has become one of 
the leading exchanges in the region. The market capitalization 
doubled from year 2005 to year 2006, and the growth continued 
in this year as well. The reason is not only the great performance 
of the BELEX-based stocks but also the fact that new issuers have 
been listed, as the law stipulates that all joint stock companies 
must have been be listed by March 2007.  

Foreign investors have been less than 20% of the daily trad-
ing in the early stages of the BELEX operations in 2002. By 2006, 
they have occupied 60% of daily volumes. Lately, the trend 

LOOKING INTO THE SERBIAN 

CAPITAL MARKETS
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Banking Perspective Vuk Zečević
Head of Treasury, Eurobank EFG Štedionica ad Beograd

> The conditions in the banking
sector are generally improved as
banks introduce new products, new
management techniques, and new
people.  The market capitalization
doubled and the growth continued
in this year as well.  <
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shows that domestic clients are also becoming more and more 
aware of the exchange market and, by March 2007, the percent-
age of foreign-based trading fell to 45%. This was in part due to 
the introduction of domestic-based mutual and pension funds. 

There are two indices on the Belgrade Stock Exchange: the 
Belex15, which tracks the 15 most liquid stocks on the exchange, 
and a broader BelexLine, which includes the top 100 names. 
Since its inception in October of 2005, the Belex15 index is up 
178%. The strongest growth was posted in the period from July 
06 to April 07, when it tripled in value. The Belex15 index grew 
58% in 2006 and added 78% year to date in 2007. 

The BelexLine was introduced in March of this year, just be-
fore the rapid growth, hence it jumped 151%, before pulling 
back some 20% since early May. 

The Wiener Borse, Austria’s stock exchange created the SRX 
index of the eight most traded Serbian companies, six of which 
are banks. This index is the first tracking index of Serbian equity 
created outside of Serbia. 

The banking sector

The Serbian economy has been growing strongly over the 
past couple of years. GDP growth in 2006 was around 6.5 % 
and the economy is on track for similar or even higher growth in 
2007. Industrial output in the first half of the year rose by more 
than 6 %. Several industries that have benefited in recent years 
from substantial foreign investment, such as tobacco and base 
metals, are growing particularly strongly. The banking sector is 
following this growth, although more in the retail then in the 
corporate sector. The Serbian banking sector in 2006 continued 
its strong growth fueled mostly by the retail sector expansion. 
The total assets to GDP will have surpassed 50% for the first 
time, although this is still far below the Eastern European aver-
age of 80% and the 224% of the Euro zone. The banking sector’s 
balance sheet assets more than tripled over the last three years, 
reaching about EUR 12.4 billion. 

The acquisition phase has slowed down, as the big players 
have mostly positioned themselves in the market. The intensifi-
cation of credit activity has somewhat slowed down in the sec-

ond half of the year as the National Bank of Serbia has imposed 
many restrictions in monetary policies. Conditions in the banking 
sector have generally improved and are in much better shape 
than in other segments, especially than in the industrial produc-
tion. The new banking law and supporting decrees were intro-
duced in 2005 which mirrored EU standards. Banks introduced 
new products, new management techniques, and new people. 
The number of bank branches is growing, as is the number of 
employees, although at a slower pace. 

Competition increased as foreign-owned banks have pushed the 
locals to develop newer products. Although the game is fierce, the 
banks continue to enjoy high net interest margins. The consolidation 
process is nearing its finale. The largest five banks occupy 51% of 
the market share in assets, while the other 32 banks have 49% of 
the total balance sum. It is expected that the smaller ones will be 
either taken over or merged amongst themselves for a maximum 
of 15 to 20 banks within a few years. 

The aggregate loan book has grown by some 35% on in 2006, 
with the following structure: retail, state-owned, and then corpo-
rate. The sources of capital are mostly EUR denominated deposits 
and loans from parent banks from abroad (although somewhat 
expensive due to a large reserve requirement imposed by the 
NBS). Savings in local currency is still extremely low for two rea-
sons: firstly the slow recovery in the confidence in the dinar, and 
secondly the fact that the NBS issued treasury notes with a 24% 
interest rate, (substantially higher than inflation), which further 
discouraged the domestic savings. One of the main drivers of 
growth in the sector is the growth in the retail sector, both in con-
sumer loans and mortgages. The banks are extremely aggressive 
in this segment as this is traditionally a low risk part of the portfo-
lio, especially in the early stages of the banking expansion. Retail 
loans still total less than 10 % of GDP, while the Eastern European 
average is nearing 16%, and the Euro zone is around 55%. In the 
mortgage loan segment, the opportunities for growth are even 
larger with a ratio of 3% to GDP. 

State Utilities 

What is happening with NIS, EPS, Telecom, JAT and other 
large state owned companies? When will they be privatized and 
in which way? These are questions that everyone that has any-
thing to do with the capital markets is asking. The way things are 
looking now, they will each have they own destiny. The privati-
zation of the state owned petrol company, NIS, is most urgent. 
The strategy created by Merrill Lynch and Raiffeisen Investments 
will most likely be accepted by the government. Practically this 
means that 25 to 33% will be sold in a tender to a strategic 
investor, the state will remain a one third owner, 15% will go 

to the current and former employees, and the rest will be distrib-
uted to the general population through the privatization register. 
If this happens, the BELEX will become a lot more interesting 
and dynamic. The 15% of NIS may be worth half a billion euros. 
EPS will most likely be divided into production and transmission 
entities, with some parts of the transmission company to be 
privatized. Telecom is not in the works for now, and Jat Airways 
should be privatized as soon as possible in the interest of the 
waning company. 





W
e have witnessed remarkable development of the Bel-
grade Stock Exchange with an explosion in prices along 
with a substantial increase in number of transactions and 

trading volume. As the market slowly matured, foreign investors 
(mostly investment funds) and local individuals began buying 
shares for the first time, mainly Serbia’s blue chip companies 
trading under the continuous trading regime. The market in-
creased so did the number of investors. The share prices became 
responsive to both changes in operating results of the companies 
and rumors, commonly known “whisper numbers” in more de-
veloped markets. The lack of proper disclosure by listed compa-
nies, (Tigar from Pirot is the sole company listed on the official 
market of the BSE), makes long-term analysis and forecasting 
very difficult, so many investors rely on these rumors.   

While it is questionable how correct the rumors are and who 
spreads them, investing in local companies has been greatly im-
pacted by the country’s more than six-percent economic growth 
as well as the ability of local companies to find new markets and 
to restructure, which has led to increased sales and lower costs. 

All of this has led to growth in profits and even faster growth 
in share values. Some companies have even paid dividends in 
the form of newly issued shares which gave a dividend yield to 
shareholders of 15, 20 or an even higher percentage. 

However, this situation cannot last forever. Investors building 
up large positions in shares of particular companies are slow-
ly beginning to ask for greater disclosure, which leads to the 
emerging of new, less risk-averse, investors that begin to invest 
in Serbian equities. 

The importance of the capital markets was seen recently, when 
in a manner of just a few days (Friday May 4 to Wednesday May 
9), the market capitalization of the BELEX15 companies fell from ap-
proximately EUR 5 billion to EUR 4.2 billion. Fortunately, the market 
rebounded very quickly following the news that Serbia would re-
main on the path of economic and political integration with the EU. 

The events of early May could have caused great harm to the 
development of the market and overall economic stability if they 
had only lasted a few days more. With billions of dollars and eu-
ros invested in Serbian equities, a major exit and repatriation of 
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STILL RELYING
ON RUMORS

> No major investment bank or asset management company is investing 
directly in Serbia equities, at least not under its own name. The most likely 
reason is that they insist on transparent and liquid markets with familiar 
rules and procedures. <
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funds could have resulted in substantial pressure on the value 
of dinar, triggering unexpected inflation and all the negative 
effects which result from it. A similar scenario was developing 
as occurred in the Far East in 1997. The result of that crisis im-
pacted both the capital markets and the real economic sector 
through a drop in investments. 

We see that even though the market rebounded after the 
government was formed, it started to fall once again, though at 
much slower pace. This recent drop is on much smaller volume 
than the rise the market previously witnessed, which means that 
the drop is more of a short-term character, a late spring or early 
summer correction that occurred both in 2005 and 2006. How-
ever, the drop this time may also be driven by the fall of investor 
confidence because of recent events. Many new local investors 
have witnessed for the first time that investing in equities can be 
very profitable, but also risky, so that many of them are not as 
eager to get into the market as they were before, or if they are, 
they are only willing to invest smaller amounts. 

While major multinationals have operations in Serbia, no ma-
jor investment bank or asset-management company is investing 
directly in Serbian equities, at least not under its own name. Why? 
The most likely reason is that they insist on transparent and liquid 
markets with rules and procedures with which they are familiar, 
which implies that local laws and standards should be in line with 
those of larger and more developed markets. Since their assets 
under management are often greater than Serbia’s GDP, our stan-
dards should be in line with that of the largest exchanges. 

These investors want more companies in continuous trading, 
the possibility to day-trade (buy and sell in one day), faster order 

entry and more types of orders along with the ability to hedge at 
least some of the risks involved with investing in Serbia. While 
hedging requires the development of derivatives (futures and op-
tions contracts on the underlying securities and the dinar) which 
would take time, the other requirements could be implemented 
relatively quickly. While that would make it easier for foreign in-
vestors to invest, it would also allow recently established pension 
funds in Serbia to be able to choose among a more diversified 
group of companies in which to invest, as liquidity is one of the 
most important requirements that must be fulfilled when decid-
ing where to place funds. 

They also insist on greater deregulation of the financial mar-
kets, the ability to carry out IPOs and SPOs with as little paper-
work as possible. This will enable our companies with the brighter 
long-term outlooks to receive financing more cheaply and allow 
a wider group of investors to reap the rewards of a company’s 
growth. This will increase economic growth and create new jobs 
as it has in all the markets with a strong capital market growth. 

Investors would also prefer to see some of the largest local 

companies still in state hands floated on the BSE. This would al-
low all investors: domestic and foreign, financial and strategic, 
long-term investors and short-term speculators to battle for the 
shares. It would allow the market to restructure the companies, 
not Serbia’s taxpayers. In other CEE countries, many of the top 
companies are listed on local and foreign exchanges: energy and 
oil companies, electricity producers and telecoms. 

The companies do not have to be profitable to be quoted on 
the stock exchange; as long as good corporate governance is in 
place, shareholders will force restructuring or bad management 
will be replaced. For good corporate governance, investor protec-
tion and education are the most important aspects. This increases 
confidence in the market, lowers spending and borrowing there-
by lowering long-term interest rates and sets the foundation for 
a larger middle class which sees that it has a stake in economic 
and political stability. 

Another problem which should be addressed is the tax is-
sue. No one likes taxes and in some neighboring countries the 
capital gains tax is zero versus 20% in Serbia. However, when 
potential investors find out that they must report taxes days 
after the gains are realized, it discourages them completely 
because of the hassle of having to go to their local tax au-
thorities. It is usually not a matter of not wanting to report but 
rather an irritant of having to do it so often. 

In spite of the stated concerns, it can be said the market is 
moving in the right direction. The market reacts to unexpected 
events as all markets do globally, up or down, depending on the 
situation. Shares prices of the best companies have been rising 
over the long-term and this is a good indication that the market is 

maturing, while companies that are seen as either not divulging 
profits or performing poorly have dropped in value. 

Domestic and foreign investors are actively participating in 
trading and as time passes, their number will continue to in-
crease. This will bring additional liquidity and stabilize the market, 
and thus decrease investment risk, not only for investing equi-
ties but the overall perceived country risk. The average number of 
transaction per month on the BSE in 2007 is almost three times 
greater than last year, while average monthly trading volume has 
doubled. This shows that the average transaction size has fallen 
as a greater number of small investors are participating. 

Finally, the entrance of hundreds of new companies on the 
stock exchange since the beginning of the year has obviously 
given greater investment opportunities while not causing share 
prices of companies that were already on the market to fall; on 
the contrary the BELEX15 has risen by more than 60% for the 
year, dividends not included. However, if the market regula-
tion is not brought up to the standards of developed countries, 
Serbia and its middle class will stagnate economically.

> The importance of the capital markets was seen recently, when in just a few days 
the market capitalization of the BELEX15 companies fell from approximately EUR 5 
billion to EUR 4.2 billion. The events of early May could have caused great harm if 
they had lingered a few days more. <





20   Perspective   June/July, 2007

Securitization Perspective Zoran Petrović
Deputy Chairman, Board of Management, Raiffeisen banka a.d.

S
ecuritization is a technique originally 
developed in the United States for 
mortgage loans and also used for a 

wide range of bank assets (e.g., credit 
card receivables, leases/car loans….). Re-
tail exposures are favored because of the 
good diversification of portfolio risk.

Under securitization, transaction banks 
transfer financial assets to interested in-
vestors.

The transfer is usually achieved 
through sale of the assets by the original 
owner (“Originator”) in a first instance to 
a specifically established company or trust 
(“Securitization Company”) which in turn 
refinances itself by issuing bonds/notes to 
the ultimate investors. This is “True Sale 
Securitization”.

The notes issued by the Securitiza-
tion Company are divided into different 
risk categories and rated by an external 
rating agency. As a result, the most se-
nior ranking bonds (the “Senior Notes”) 
obtain the best rating. The next ranking 
category of notes is usually referred to 
as “Mezzanine Notes.” The lowest rank-
ing notes (the “Junior Notes”) are usual-
ly retained by the bank and are, in fact, 
a kind of self-participation. Since these 
Junior Notes make up for only a minor 
fraction of the total transaction amount 
(usually below 4-5% only), the bank 
places the majority of the portfolio risk 
out to third parties. 

The basic structure therefore looks as 
follows:

ADDED SECURITY
> Apart from transferring 

of portfolio risk to
investors, it would help 

banks to tap new sources 
of funding with longer 

tenures. It is important for 
the banks’ long term

liquidity management. 
Since portfolio quality 

must be checked by
rating agencies, this would 
further sharpen the banks’ 

credit risk policy. < 



The investors buying the Mezzanine 
and the Senior Notes obtain a risk ad-
equate yield for their investments. Each 
investor gets precisely the risk profile it 
desires together with a very thorough 
analysis of the risk assumed. 

Since portfolio profits are usually 
above the yields paid to the investors, re-
sidual profit is taken by the bank.

There are the two major effects for 
the bank:

1.  Due to the risk transfer, the bank 
does not have to cover risks under 
the portfolio by its own equity capi-
tal. In this way, securitization frees 
up this capital which the bank may 
now use to re-invest into new busi-
ness origination.

2.  Due to the profit pay-back mecha-
nism, the bank still retains most of 
the profits arising under the port-
folio.

Ultimately, these two effects together 
cause the return for the bank’s sharehold-
er’s to be significantly improved.

Besides this profitability effect, secu-
ritization enables a bank to actively man-
age its credit risk portfolio. This means by 
selling portfolios where the bank deems 

itself to have an overly high risk concen-
tration.

In addition, securitization represents 
an alternative funding source to a bank’s 
normal instruments (deposits, loans, 
bonds). Securitization is usually not sub-
ject to the same volatility as arise under 
these conventional funding markets. This 
enables the bank to establish its funding 
plans on a much more stable basis. With 
the progressing dis-intermediation trends 
in the banking industry (amongst others, 
also driven by the huge growth of the in-
vestment fund business), this funding as-
pect will even become more relevant in 
the future.

Another form of securitization is so-
called “Synthetic Securitization” where-
by the risk of portfolio is transferred by 
means of portfolio guarantee. The bank 
doesn’t receive funding but gets the insur-
ance for portfolio.

Implementation of Securitization in 
Serbia would foster stability of our bank-
ing system and bring a new product to the 
capital market. Apart from the transferring 
of portfolio risk to investors it would help 
banks to tap new source of funding with 
longer tenures. This is important for the 

banks’ long-term liquidity management. 
Since portfol io qual ity must be 

checked by rating agencies, this would 
further sharpen banks’ credit risk policy. 
Lastly, the improved position for banks 
acting in Serbia directly supports the sta-
bility of international funding also for the 
Serbian economy as a whole.



O
nly a few years ago, the development of equity markets in 
Serbia faced a classical “chicken and egg” dilemma of what 
needs to come first – the availability of equity financing (ei-

ther through the stock exchange or through private equity funds) 
or the existence of attractive companies to invest.

The dilemma has been resolved by the marketplace, as 
can be seen by taking even a brief glance at the BELEX index 
or select equities. Market capitalization of local corporates and 
financial institutions are at record levels, the number of foreign 

investors present is steadily rising, ordinary citizens are increas-
ingly investing in the local stock exchange, and local institutional 
investors have been created (through the amended Insurance 
Act, new Laws on Pension Funds and Investment Funds). Even 
though assets under the management of local institutional inves-
tors are currently low, they should continue steadily rising. More 
importantly they represent the long-term savings of the popu-
lation, which will remain invested primarily in the local capital 
market in the coming decades and for this reason their develop-

ment should be encouraged by all stakeholders.  
On the supply side, the liquidity of listed companies has im-

proved steadily, even though the free float of their shares re-
mains modest and the market continues to be shallow and vul-
nerable to high price variations on a daily level. Furthermore, in 
the prior period a number of companies have been acquired by 
strategic investors and subsequently de-listed reducing the num-
ber of local blue chips which are actively traded. For this reason 
many financial experts have repeatedly encouraged the state to 
float large state owned enterprises (i.e. NIS and EPS) as a solu-
tion to this problem. This can become a topic at most conferenc-
es and venues where the development of local capital markets is 
a topic. While this would partially increase supply of locally listed 
companies and should be considered to further foster their de-
velopment, there are other companies that can be listed locally 
quicker and could potentially provide investors with more attrac-
tive returns, especially over the short or medium run. 

These are privately held local companies which have de-
veloped rapidly since 2000 and can primarily be found among 
food and beverage producers and processors, where Serbia has 
a natural competitive advantage in the region. Some local cor-
porates have publicly announced this as their medium-term goal 
for some time, though typically citing the AIM market in Lon-
don or regional exchanges like Vienna as the place where they 
would potentially list their companies. Even though this would 
potentially raise the visibility of local corporates internationally, 
it is questionable what additional benefits (apart from payment 
of hefty fees to investment banks for their services) this would 
bring. Furthermore in London or in other developed markets, 

POTENTIAL
FOR FURTHER
GROWTH 

> There are privately owned companies, 
food and beverage producers and 
processors,  that can be listed locally 
quicker and could potentially provide 
investors with more attractive returns. <
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they would be just another emerging market corporate from 
a relatively small market, which has a high level of political 
risk that is typically perceived as higher abroad than it is fun-
damentally. On the other hand, to local investors these com-
panies are household names and represent an equivalent to 
Tesco, Kraft, or Procter&Gamble for an average investor in the 
West. When one adds to this the numerous institutional inves-
tors from closer to home (i.e., primarily ex-Yugoslav republics), 
investment arms of banks already present in local financial 
markets, and the overall “bullishness” of local investors, its 
clear that the market capitalization and liquidity of these com-
panies locally could easily be exceeded on BELEX.    

At a time when the local market in most sectors is expect-
ed to grow more quickly as the economy continues growing 
and purchasing power of the population increases, it is rea-
sonable to expect that these companies will have a chance to 
reap the benefits from this development and continue grow-
ing quickly in the upcoming period. Moreover, some sectors 
are expected to consolidate and larger companies might have 
opportunities to expand into other markets, in particular within 
former Yugoslavia, becoming regional leaders in their respec-
tive fields. This expansion can be supported by leverage and 
internally generated cash, but over the prior period (partially 
as a consequence of high liquidity among local commercial 
banks and relatively low number of local blue chips corporates 
which are creditworthy) access to commercial debt was read-
ily available, resulting in high levels of indebtedness of many 
local companies. In these cases, additional equity increase is 
needed to support further expansion plans. For this reason 

opening up equity either by allowing professional investors 
(private equity funds or other institutional investors like the 
IFC or EBRD) or floating companies on the Belgrade Stock Ex-
change are becoming increasingly attractive options for Ser-
bian companies with opportunities for further growth. 

In the process of globalization, it is questionable whether 
these companies will be able to withstand competition from 
large multinationals over the medium or long term, but in 
order to maximize shareholder wealth, it is clear that they 
should consider the option of expanding on their own (with 
possible assistance through capital injections from professional 
investors) before making a subsequent sale of their majority 
packages to strategic investors.   

EBRD, as the largest institutional investor in the region, can 
assist both the public and private sector in raising equity. The 
Bank is actively seeking equity opportunities in Serbia and the 
region, which can come in several forms. In the past, the Bank 
has participated as an equity partner in pre-privatization proj-
ects with the government with a goal to subsequently sell the 
company following the completion of the restructuring process. 
In other cases, it made capital increases in privately held com-
panies with a goal to assist the client in raising corporate gov-
ernance standards, reporting requirements, and introduction 
of modern MIS prior to their subsequent floatation on stock 
exchanges or sale to strategic investors. Finally, through a new 
initiative designed for the Western Balkan region (co-financed 
by the Italian Government) the Bank formed a fund for straight 
and quasi-equity investments of up to EUR 4 million in medium 
size local corporates which need financing for expansion.
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Corporate IPO/SPO outlook: 
Reasons for undertaking an IPO/SPO 

Serbia’s overall economic situation, following more than five 
years of political changes, is characterized by the development of 
the banking, insurance, and services sectors; these sectors have 
all developed more rapidly and efficiently than the industrial 
sector. Serbia has, unfortunately, joined the group of countries 
exhibiting the lowest industrial production growth rate; this indi-
cates stagnation and long-term instability, and points to a need 
for the adoption and subsequent rapid application of a number of 
measures designed to accelerate its recovery. 

Serbia’s industry, in addition to exhibiting the classic symp-
toms of transition, is also faced with dealing with the conse-
quences of multi-year isolation from the international market 
resulting from the imposed trade embargo. At a time when most 
companies in Central and Eastern Europe were enjoying intense 
development brought about by large infusions of investment and 
the formation of strategic alliances with leading global manu-
facturers, companies in Serbia began to stagnate, to suffer from 
technology regression and from a loss of competitive ability. 
Now, the resulting gap which has opened needs to be closed 
rapidly, while transitional problems need to be addressed in con-
cert. No model solution exists, which would be applicable to all. 

Companies, depending on global industrial trends in the sec-
tor within which they operate, the condition of their existing 
equipment and technology, and the development and human 
resources available to them, need to elect one or a combina-
tion of methods to achieve accelerated development. Beside 

the takeover of companies by strategic and financial investors 
through direct investment, important instruments in achieving 
these objectives are initial public offerings, public offerings, pri-
vate placements, and various other models of debt financing. 
Direct investment has its significant advantages, such as the 
transfer of technology and management skills, and better access 
to higher-end markets; it also has a number of disadvantages, 
including reduced business flexibility following incorporation into 
the large system which carried out the acquisition and, in a sig-
nificant number of cases, elimination of the company from the 
capital market.  

Recognizing the advantages of direct investment, it should 
be noted that the accumulation of added capital through portfolio 
investment, particularly using IPO, PO and PP mechanisms, is no 
less important. These methods enable a company to modernize 
its production processes, purchase needed technology, acquire 
knowledge, attract professional staff, and invest considerable 
means in the development of a marketing approach most likely 
to create the desired market presence and to result in increased 
market share. Holding companies, in particular, can combine a 
number of these methods to address their needs and the needs 
of their subsidiaries.   

Significance of standard procedures: 
What investors consider important? 

One of the greatest advantages of an IPO or a PO is the very 
recognition and awareness a company which chooses to un-
dertake the process receives (this includes the participants, the 

ATTRACTIVE

CORPORATE STORY





documents which are generated, and other means that are fol-
lowed to realize the IPO/PO). Recognition significantly increases 
investor feelings of security since potential risks are reduced. In-
vestors recognize that the company which chooses to initiate this 
process possesses a stable market position, a clear strategy, and 
a transparent structure, as well as that it issues regular internal 
and external reports and applies certain standards in both manu-
facturing/product and accounting/financial reporting/corporate 
governance areas. Without such means, the company would not 

be in a position to assemble “an attractive corporate story” to 
entice potential investors. 

Requirements also include accounting, financial, legal, and 
environmental due diligence reviews, prepared both by the com-
pany and its domestic advisors, as well as recognized and expe-
rienced international advisors. The process entails active partici-
pation by auditors, who have the task of issuing a confort letter 
which is particularly significant to investors. Documents which 
the company, together with its advisors, is required to issue dur-
ing the process, offer investors full disclosure about the struc-
ture of the offering, the financial standing of the company, the 
company’s business profile, legal and tax structures, and special 
information for investors from different regions. 

However, generally, the procedure is the same regardless of 
country or company. Familiarity with these processes results in 
the marketplace of a country becoming significantly more attrac-
tive to foreign investors, and offers companies the opportunity 
to obtain additional needed capital, to advance their image and, 
with the goal of adjusting to the process, to achieve a number of 
internal improvements.   

IPO/PO Bottleneck:
Areas of potential improvement 

In order for IPO’s and PO’s to be successfully implemented, 
companies ready to embark on and successfully negotiate this 

path have to be supported by a stable environment within their 
country, the presence of precise and clear legislation, access to 
expertise in this area, and the willingness of all relevant institu-
tions to actively participate and support the process in a coordi-
nated manner. 

In Serbia at this time, legal concepts are in need of refine-
ment and synchronization with international standards, little ex-
pertise is readily available, state corporations have not yet ex-
pressed an intent to conduct IPO’s, and supporting institutions for 

the most part remain neutral, strictly adhering to existing regula-
tions. Attempts are being made to launch an initiative to change 
various laws and regulations, particularly those regarding the fol-
lowing: governing procedural definition; obligatory due diligence 
of participants in the process; the type and format of documents 
which the company and its advisors are required to issue; the 
feasibility of placing existing shares of stock from previous is-
sues up for sale in concert with the sale of new issues of stock; 
the ability to combine with a PP; a more flexible method to set 
prices; and obligatory book building which requires potential in-
vestors to purchase a set number of shares at a pre-determined 
price prior to initiation of subscription and payment, resulting in 
easier setting of prices for stock offered. 

Required synchronization needs to be achieved through 
amendment of several laws (including the Law on Business Com-
panies, the Share Fund Law, and the Securities Law), as well as 
a number of by-laws. Given the advantages of these processes, 
and their benefits to large state corporations in particular, one 
may expect the Government and the Parliament, within a rel-
atively short period of time, to address and resolve regulatory 
issues and establish political stability within the country which 
will, in turn, contribute to a successful implementation of these 
processes.  

> Investors recognize that the company which chooses to initiate IPO
process possesses a stable market position, a clear strategy and
a transparent structure; as well as that it also issues regular internal
and external reports and applies certain standards. <

Corporate Perspective Jelena Petković, Executive Director
Corporate Management Support Function TIGAR a.d. 





F
irst Data International, part of First Data Corp., is a leading 
provider of electronic commerce and payment solutions for 
financial institutions and merchants around the world. First 

Data International serves a diverse range of markets, leverag-
ing global scale through a local presence and maintaining focus 
on individual client needs. With over 60 primary offices and ap-
proximately 7,900 employees globally, First Data International, 
has over 19,000 ATM locations and approximately 91 million ac-
counts on file. With our CE headquarter in Vienna, our local pres-
ence in 14 countries including Italy makes us the regional partner 
of choice for banking groups in CE Europe. We continually invests 
in technology to remain a leader in the card processing industry. 
A major focus of its global growth strategy is the innovation of 
new products and penetration in new geographies to maximize 
the use of its VisionPLUS solution. It is currently serving more 
than 100 companies globally making it the most widely accepted 
financial transaction processing engine in the world. 

Acquiring Processing and Switching Services 

First Data International processes virtually all types of trans-
actions and card types at the point of sale (POS), and we switch 
between national and international payment schemes. We are 
a leading pan-European acquirer processor, handling millions of 
POS and ATM transactions. 

>  Front office processing services including acquirer authori-
sation and issuer and acquirer switching 

>  Back office processing including clearing and settlement, 
interchange control and reporting 

>  Value-added services such as dynamic currency conversion; 
multi-currency processing; risk, fraud and cash manage-
ment; mobile top-ups, ticketing and loyalty programmes 

Merchant Acquiring for Financial Institutions 

To assist them in driving profit from their acquiring business-
es, First Data International works closely with banking partners in 
Europe through both joint ventures and revenue sharing agree-
ments. The company currently has such agreements with Halifax 

Bank of Scotland and Lloyds TSB in the UK, International Card 
Services in The Netherlands and Banca Nazionale del Lavoro in 
Italy. Together, these businesses support approximately 200,000 
merchants in Europe. 

POS and ATM Management 

We are one of the largest POS terminal estate managers across 
the EU. We offer a complete POS terminal management service 
that delivers advanced terminal functionality, technology and 
value-added services such as mobile top-ups, dynamic currency 
conversion, WiFi and TCP/IP for banks and merchants, including: 

>  Terminal hardware supply and installation 
>  A full suite of implementation services 
>   Merchant account management; monitoring and reporting; 

technical help desk 
We also offer a complete ATM management service:
>  Supply and installation of hardware and software 
>  Implementation services (including device set-up, ATM pa-

rameterisation, ATM acquirer account maintenance, infra-
structure integration) 

>  Support services including cash replenishment and fore-
casting; operator training; device certification; first line op-
erational support 

Value-added Services 

Integrated with our core processing solution, First Data offers 
a range of value-added services, including: 

>  Usiness intelligence 
>  Fraud and risk management 
>  Customer acquisition 
>  Campaign management 
>  Custom formatting 
>  Web enablement 
Contact Centre, Back Office and Output Services
>  Contact centres and customer service 
>  Collections and fraud case management 
>  Dispute management, retrievals and charge-backs 
>  Authorisations 
>  Applications and remittance processing 
>  First level operational support 
>  Hardware and software procurement 
>  Data centre services

For best in class payments services, fully tailored to regional 
or local market needs, talk to First Data - the global provider who 
speaks your language.

Web: www.firstdata.com
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Regional Perspective Wahyd Vannoni
Second Vice-President, AmCham Croatia

B
efore examining the particulars of 
INA’s Initial Public Offering (IPO) let 
us look again at why companies 

want to go “public.”
When a privately held corporation 

needs to raise additional capital, it can ei-
ther take on debt or sell partial ownership. 
If the corporation chooses to sell owner-
ship to the public, it engages in an Initial 
Public Offering. Corporations choose to “go 
public” instead of issuing debt securities 
for several reasons. The most common 
reason is that capital raised through an 
IPO does not have to be repaid, whereas 
debt securities such as bonds must be re-
paid with interest. Despite this apparent 
benefit, there are also many drawbacks to 
an IPO. A large drawback to going public 
is that the current owners of the privately 

held corporation lose a part of their own-
ership. Corporations weigh the costs and 
benefits of an IPO carefully before per-
forming it. According to Paulina McGro-
arty, a Managing Director at NASDAQ, an 
IPO also “raises awareness of the business 
and creates shareholders amongst the 
masses especially where equity market 
investments are not widespread.” 

Company owners and managers 
sometime assume (wrongly) that part-
ing with ownership is better than issuing 
debt. The argument goes that while bond-
investors typically require interest pay-
ment from the issuer (the company own-
ers), shares do not come with such strings 
attached. This is not the case. Investors in 
shares will require a specific performance 
from those shares. Should shares perform 

below their expectations, investors will 
sell. Implicitly, investors demand an in-
terest from shares in terms of growth in 
price as they do for bonds.

The IPO itself takes place the day a com-
pany sells its stock to the public for the first 
time. Sometimes IPOs are associated with 
huge first-day gains. Conversely, they lose 
if the market is not receptive for whatever 
reason. This may be due to a general weak-
ness in the markets or a simple lack of in-
terest in the stock at that price. Companies 
may postpone an IPO if they feel market 
conditions are not propitious. 

It is rare for individual investors to re-
alize huge gains on an IPO. In most cases, 
only institutional investors have access to 
the stock at the offering price. By the time 
the general public can trade the stock, 

The American Chamber in Croatia contributes to Perspective
with its experience in capital markets development 
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most of its first-day gains have already 
been made. However, a savvy and in-
formed investor should still watch the 
IPO market, because this is the first op-
portunity to buy these stocks. In the case 
of INA, Croatian citizens were offered the 
opportunity to buy shares pre-IPO.

The money paid by investors, both pri-
vate and institutional, for the newly-issued 
shares goes directly into the company. 
When trading of these shares starts on the 
exchange, money passes between inves-
tors. An IPO therefore allows a company to 
tap a wide pool of stock market investors 
to provide it with large volumes of capital 
for future growth. The company is never 
required to repay the capital, instead the 
new shareholders have a right to future 
profits distributed by the company.

The existing shareholders will see 
their shareholdings diluted as a proportion 
of the company’s shares. However, they 
hope that the capital investment will make 
their shareholdings more valuable in abso-
lute terms. In addition, once a company is 
listed it will be able to issue further shares 
via a rights issue, thereby again providing 
itself with capital for expansion without 
incurring any debt. This regular ability to 
raise large amounts of capital from the 
general market, rather than having to seek 
and negotiate with individual investors, is 
a key incentive for many companies seek-
ing to list. 

Historically, IPOs both globally and in 
the US have been under-priced. The effect 
of under-pricing an IPO is to generate ad-
ditional interest in the stock when it first 
becomes publicly traded. This can lead to 
significant gains for investors who have 
been allocated shares of the IPO at the 
offering price. However, under-pricing an 
IPO results in “money left on the table,” 
lost capital that could have been raised for 
the company had the stock been offered 
at a higher price. 

The danger of overpricing is also an 
important consideration. If a stock is of-
fered to the public at a higher price than 
what the market will pay, the underwrit-
ers may have trouble meeting their com-
mitments to sell shares. Even if they sell 
all of the issued shares, if the stock falls 
in value on the first day of trading, it may 
lose its marketability and hence even 
more of its value. 

Investment banks therefore take 
many factors into consideration when 

pricing an IPO, and attempt to reach 
an offering price that is low enough to 
stimulate interest in the stock, but high 
enough to raise an adequate amount of 
capital for the company. The process of 
determining an optimal price usually in-
volves the underwriters arranging share 
purchase commitments from lead insti-
tutional investors and in the case of INA, 
private citizens too.

 

INA’s Profile

INA sees itself as a “vertically inte-
grated oil and gas company operating in 
oil and gas exploration and production, 
refining and marketing of oil products.” 
It is also the sole operator of the only 
two Croatian refineries. With net profits 
of 883mHRK (EUR 120,651 million) in 
2006, it is the largest company in Cro-
atia. It sees itself as a major player in 
Southeast Europe, especially following a 
strategic partnership signed in July 2003 
with Hungary’s MOL. Financially, this 
meant that MOL acquired 25% plus one 
share of INA. 

The partnership with MOL leads to 
several outcomes. For instance, accord-
ing to INA’s latest annual report, it is 
considering a new natural gas import 
route through Hungary. Also, since 2005, 
INA and MOL have introduced a mutual 
acceptance of each others branded fuel 
cards at INA’s and MOL’s petrol stations. 
On March 22, 2005, the INA Supervi-
sory Board approved a complex refinery 
modernization project, worth around 4.5 
billion HRK.
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> Before INA’s IPO, 
approximately 12 000 
citizens were registered as 
owning shares in Croatia. 
In June 2007 that number 
is almost 60 000.
Companies for their part 
were emboldened and 
are increasingly seeking 
capital from the market. 
In 2006, Croatia witnessed 
two IPO’s while in 2007 
there are 14 in preparation 
with consolidated
offering estimated
 at 2.4 billion euros. <

COMMUNICATIONS CAMPAIGN

The communications campaign was aimed at various stakeholders: the 
public, government, and the financial community. For the public, the campaign 
had two aspects to it: brand-positioning and information on what was about 
to take place. 

I, N and A are three letters that are found in that order with relative 
frequency in the Croatian language. The advertisement for brand-position-
ing took advantage of this to underline the slogan “life on the move - INA” 
(Zivot u pokretu - INA). Billboard ads showing a sail boat, a hot air bal-
loon, and a motorbike were tagged respectively with the words “ brzINA” 
(speed), “pustolovINA” (adventure) and “vještINA” (skill). All bear positive 
connotations.

To inform and educate the public, the a television spot was conceived. The 
clip shows a cross-section of Croatia’s society featuring people covering all 
classes, genders and ages commenting on the IPO. 
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INA’s IPO, Transaction overview

The first phase of the IPO began in 
April 2005 when five consortia competed 
for the tender of “Government consul-
tant”. These were:
•  Deutsche Bank – Morgan Stanley – PBZ
•  HSBC – Zagrebačka banka (Unicredito) 

– Interkapital – Caper
• UBS – Erste Bank –– HPB
• Citibank - CAIB (HVB Group)
•  Merrill Lynch – Raiffeisen Centrobank - RBA
By July 2005 three of these five were 
shortlisted:
•  HSBC – Zagrebačka banka (Unicredito) 

– Interkapital – Caper
•  Citibank - CAIB (HVB Group)
•  Merrill Lynch – Raiffeisen Centrobank - RBA

The winner (Merrill Lynch – Raiffeisen 
Centrobank - RBA) was announced the fol-
lowing month.

This was a landmark transaction on 
domestic capital markets. It was the larg-
est ever IPO in Croatia with a high level 
of retail participation. It was seven times 
oversubscribed by the public and 22 times 
oversubscribed by institutional investors. 
Total domestic demand reached HRK 5.3 
billion (EUR 724,178,084) with domestic 
institutional investors accounting for HRK 
3.6 billion (EUR 491,894,548). 

The public was offered 1.7 million 
ordinary shares or 16.19632 % of total 
shares at HRK 1,690 (EUR 230.91) per or-
dinary share. Shares were introduced both 
in Zagreb and London.

Croatian citizens had preferential terms 
for up to HRK 38,000 (EUR 5,192.22). This 
meant that for every ten share held for 364 
days they would receive one additional bo-
nus share. They could buy more, but the 
preferential terms ended at that level.

Logistical support
At Raiffeisen Croatia, sole Croatian 

bank involved in the IPO, several adjust-
ments needed to be made. First, working 
hours were extended in branch offices and 
vacations were revoked during the period 
preceding the IPO. A new product, a pur-
pose loan to buy INA shares, was devel-
oped in 21 days. A communications cam-
paign was developed. In terms of training, 
not only Raiffeisen’s sales force needed 
to be trained but also FINA’s, a financial 
mediator. In one day, 10,000 brochures 
were distributed to around 170 locations 
in Croatia. Meanwhile software needed to 
be tested and ready to perform.

Consequences of the IPO

Before INA’s IPO, approximately 12,000 
citizens were registered as owning shares in 
Croatia. After this IPO, that number swelled 
to around 44,000 (almost four times in three 
weeks). In June 2007, that number is almost 
60,000. Citizens had been encouraged to 
become first time investors and familiarity 
engendered if not popularity at least better 
acceptance of capital markets.

Companies, for their part, were em-

boldened and are increasingly seeking 
capital from the market. In 2006, Croatia 
witnessed two IPOs, while for 2007 there 
are 14 in preparation with consolidated 
offering estimated at EUR 2.4 billion.

A less tangible, but just as important, 
fact is that this IPO played a part in the 
transition from a state-run economy to 
a market economy. Capital markets and 
democracy need the support of the public 
at large. If the public sees the market as 
esoteric, rigged and only for the benefit of 
an elite minority, its benefits will hardly 
be felt. However successful an IPO is, it 
cannot shoulder the weight of transition 
by itself. Other factors in the society need 
to work in support of, and in concert with, 
the capital markets: transparency, the rule 
of law, and a healthy political climate.
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Messages in the ads:

Lady with shopping bags: Yes I’ve 
heard they are going along with the 
privatization of INA.
Man in tramway: Fifteen to seventeen 
percent of shares will be offered publicly
Professional man: Not only 15 to 
17% will be offered publicly, but the 
shares will be available for purchase 
by Croatian citizens.
Young woman holding books: Cro-
atian citizens are entitled to purchase 
the shares, but I believe they also 
have certain privileges when purchas-
ing them...
Fisherman:...and not just any privi-
leges, but some very tangible ones.
Bus driver: Right of pre-emption! 
That’s a great privilege!
Waiter: And there are other advan-
tages as well.
Mother with child: You get one free 
share for every ten shares you buy.
Fisherman 2: Provided you don’t sell 
the shares for at least a year.
Older man: All Croatian citizens are 
entitled to purchase with privileges.
Man in tie: All of them of course, the 
whole family! Even the mother-in-law!
Older lady: I think there is a limit of 
38 000 HRK per person...
Welder: You can buy for less than 
that...
Professional man 2: ...and you can 
also buy more, but you only get the 
privileges for up to 38 000 HRK.
Shopping-lady: How long does the 
offer stand for? I believe until Novem-
ber 23rd.
Young man: Where can I get infor-
mation? I have no idea.
Announcer’s voice: For more infor-
mation on the INA IPO call 0800 0080 
and on the web at www.ina-dionica.
com.hr (this site now without content).

This advertisement served two pur-
poses: the first is to address assuage 
potential skepticism in capitalism and 
markets. It suggests that this event 
is for all Croats to take advantage of. 
The second is to inform and educate 
the public on what is about to happen, 
how to take advantage of it and when. 
A sense of pride in the country was 
also used to suggest that this IPO is an 
opportunity for regular people. 

> In the case of INA, 
Croatian citizens were 
offered the opportunity 
to buy shares pre-IPO. <







W
ith the adoption of the Law on Vol-
untary Pension Funds and Pension 
Schemes in September 2005, the 

third pillar of insurance was institutional-
ized in Serbia. What is very important is 
that, simultaneously through amendments 
to the Law on Personal Income Tax and 
the Law on Mandatory Social Contribu-
tions, with positive fiscal treatment of 
supplementary pension contributions, the 
government provided incentives to sav-
ings for old age. These laws define tax 
breaks separately for the employer and 
for the employed citizens. 

As regards savings in voluntary pen-
sion funds, there are three stages in this 
process: a) contribution payment, b) fund 
asset capitalization/accrual of invest-
ment return and c) accumulated asset 
payment. Therefore, the government 
may tax or exempt from tax payment 
the payments of supplementary pen-
sion contributions, realized investment 
income and payments. A large number 
of countries apply the EET system (ex-
empt, exempt, taxed), which means 
that contribution payments and invest-
ment income are exempt from taxation, 
whereas the tax is payable on benefit 
payment. Recently, there have been in-
creasingly frequent recommendations in 
the EU member states to introduce the 
EEE system (exempt, exempt, exempt), 
implying a tax exemption in the period 
of benefit payment as well.

As most countries in the region, Serbia 
adopted the EET taxation system. There-
fore, personal income tax is not payable 
in the stage of contribution payment (up 

to RSD 3,000.00) and funds do not pay 
capital gains tax on realized returns. When 
an individual withdraws the accumulated 
assets he pays capital gains tax, obviously 
on the realized return (accumulated as-
sets in the personal account reduced by 
the total paid contributions, indexed by 
the retail price growth). 

What makes Serbian practice differ-
ent from the practice of other countries 
in the region is precisely the definition 
of the exempted amount of supplemen-
tary pension contributions in the absolute 
amount. All other countries present that 
amount in percentage terms, tying it to 
the average wage or minimum wage. 
This is at the same time a shortcoming of 
Serbian legislation and it is expected that, 
with the amendments to the Law on Per-

sonal Income Tax and the Law on Man-
datory Social Contributions, the exempted 
amount of supplementary pension con-
tributions will be defined in percentage 
terms, as well as that it will be increased. 
Furthermore, since we are among the ten 
“oldest” nations in the world, we should 
be the closest to considering the exemp-
tion of the benefit payment stage as well 
from capital gains tax with one goal – to 
provide maximum incentives to individual 
savings for old age. 

The existing tax system does not pro-
vide for tax breaks for private entrepre-
neurs and company owners who are not 
employed in their own companies. It is to 
be hoped that this injustice will be recti-
fied in the following amendments to the 
Law on Personal Income Tax.

Pension Fund Perspective Sne\ana Ristanović
Managing Director, Raiffeisen Future

> The regulations of the NBS prescribe that a certain 
part of fund assets may be invested in municipal and 
corporate bonds and in mortgage bonds. Since these 
instruments do not currently exist, voluntary pension 
funds should, together with the government, stimulate
its development. <

INVESTING IN THE SECURITY
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Between Law and Bylaw

Regarding the legal framework gov-
erning the operation of Pension Compa-
nies, we are of the opinion that it has 
been well designed. There are problems 
in terms of inconsistency between certain 
provisions of the law and bylaws. One of 
the largest shortcomings is that a bylaw 
provides that the costs related to the pur-
chase, sale and transfer of securities of 
which the fund assets consist are to be 
borne by the Pension Company, although 
the Law provides that those costs are to 
be covered from the fund assets. (It is 
worth noting that this provision is contrary 
to the international accounting standards.) 
The problem can be simply overcome by 
amending the disputed Decisions - on the 
chart of accounts of the Pension Company 
and the Fund. A technical problem for ef-
ficient operation of the Pension Compa-
nies is the period for the calculation of 
the fund investment unit value that is too 
short. The Pension Company is obligated 
to perform reconciliation with the custody 
bank every day in the period from 4 to 5 
p.m. and submit the data on fund invest-
ment unit value to a daily paper by 5.30 

p.m. so that it can be published in tomor-
row’s edition. In order to ensure primarily 
a higher quality of service this deadline 
should be extended. 

The law provides that the employer/pen-
sion scheme organizer must obtain the ap-
proval of the Ministry of Labor for the pay-
ment of supplementary pension contribu-
tions to its employees. 

The legislator’s idea was to ensure 
that the line ministry is prepared on 
time so that, after the future establish-
ment of the second pillar, the govern-
ment would be ready for the adminis-
tration of data on employees that enter 
this program. Although the industry is 
in its initial stages, we are of the opin-
ion that the Ministry of Labor must in-
vest additional efforts and accelerate 
the process of approving the submitted 
requests in order to support a signifi-
cant increase in the number of pension 
schemes and a maximum increase in 
the number of employers paying pen-
sion contributions for its employees. 

The law defines the employer’s obli-
gation to organize a pension scheme for 
its employees and conclude an agreement 
with a Pension Company. An amendment 

to this part of the law might be worth 
considering, allowing each employee to 
select a fund, upon which the employer, 
respecting the employee’s will, would ef-
fect payments in line with individual se-
lection. This would imply granting a legal 
right of an employer to organize several 
pension schemes and conclude agree-
ments with several Pension Companies. 
Such a provision would be the closest to 
the second pillar in which the employee 
chooses the fund to which he entrusts his 
assets and the employer is obligated to 
pay into it the part of the contributions it 
is required to pay. 

Voluntary pension funds and 
capital market in Serbia

Pension Companies as institutions 
that organize and manage voluntary pen-
sion funds, are supervised by the National 
Bank of Serbia, which adopted a series of 
by-laws with the aim of regulating in de-
tail the operation of Pension Companies. 
Those documents define, among other 
points, financial instruments in which 
voluntary pension fund assets can be in-
vested and investment limits. The focus 

Pension Fund Perspective Snežana Ristanović
Managing Director, Raiffeisen Future
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was on the direction of fund investments 
towards low-risk securities which provide 
certain returns. The regulations provide, 
for example, that up to 30% may be in-
vested in shares, whereas investment in 
debt securities (currently bonds and bills) 
is practically unlimited.    

In view of the fact that the assets 
of all voluntary pension funds in Serbia 
currently range between EUR 25 and 30 
million, and of the qualitative and quan-
titative requirements the shares must 
meet to become candidates for invest-
ment, the impact on that part of the 
capital market is currently not particular-
ly significant. With further development 
and influence of the voluntary pension 
fund sector and its orientation towards 
investment in the highest quality shares, 
the participants in this part of the market 
would realize the importance of reaching 
the highest standards of corporate gov-
ernance as well.

As regards investment in bonds, if the 
current situation in that part of the market 
is analyzed, the situation is fairly different. 
The average bond trading volume in the 
first five months of this year was around 
EUR 17 million, which presented around 

8% of the total trading volume at the Bel-
grade Stock Exchange. Taking into account 
this data, together with the data on fund 
assets and possibilities of their investment 
in bonds, the impact on that part of the 
market is clearly significant. Bonds as in-
struments enable the fund to neutralize 
efficiently the currency risk and, in times 
of correction in the capital market, to be 
exposed to smaller changes in the invest-
ment unit value than if the entire portfolio 
consisted of shares.

The regulations of the National Bank 
of Serbia also prescribe that a certain 
part of fund assets may be invested in 
municipal and corporate bonds (up to 
20%), provided certain criteria are met, 
and in mortgage bonds (up to 30%) in 
the Republic of Serbia. Since these finan-

cial instruments do not currently exist 
in our market, voluntary pension funds 
should, together with the competent 
government institutions, stimulate the 
development of this part of the capital 
market. Such instruments would enable 
the funds to realize higher returns than 
with the existing instruments and would 
also provide a possibility of greater di-
versification in each fund’s portfolio. On 
the other hand, these instruments would 
provide a possibility of collection of as-
sets, which could be invested in various 
ways (local project development, further 
company development...).

Looking at the experiences of the 
countries that have gone further in the 
voluntary pension fund sector reforms, 
their importance has clearly increased in 
time (in Croatia the net assets increased 
by 16 times in four years, six times in 
developing countries). Moreover, if the 
asset/GDP ratio is compared, it can be 
seen that it is 45.3% in the OECD coun-
tries, 20.3% in developing countries, 
3.8% in the countries in the region, 
which gives room for further growth in 
the following period.

With further development of the vol-

untary pension fund sector and more sig-
nificant asset allocations by the citizens, 
their influence on the capital market will 
increase significantly, which will then ex-
ert pressure towards the introduction of 
new, currently non-existent, products and 
consequently a further development of 
the capital market, since voluntary pen-
sion funds invest most of their assets in 
the Republic of Serbia. 

Unfavorable Demographics

It is already known that the popula-
tion of Serbia ranks among the ten oldest 
in the world. In 2005, Serbia recorded a 
negative birth rate of 4.6%, up from 3.5% 
only a year before that. Unfortunately, 
that trend is continuing and we are fac-

ing a large problem related to contribution 
payments. On the other side, pensioners 
receive low pension benefits, so it is es-
timated that around 60% of them cannot 
cover even the bare minimum expenses. 
There are also problems in the operation 
of the economy, many companies are 
working with reduced intensity, and there 
is evident contribution payment evasion. 
All of this points to the fact that Serbia 
has a large problem in the operation of 
the public pension insurance system. The 
system is not self-sustainable or socially 
acceptable. The institutionalization of the 
second pillar, i.e., the formation of man-
datory funds, is probably one of the most 
acceptable solutions for Serbia. Naturally, 
there is a problem of transaction cost 
coverage. Its resolution presents the key 
challenge. Will part of the resources be 
provided through public enterprise privati-
zation, long-dated security issuance, bud-
get expenditure reduction, or allocation 
of part of the wage tax. The decision is 
of key importance because many people 
depend on it. 

The establishment of the third pillar is 
a positive development, but the question 
is whether it is sufficient for long-term 

resolution of the problem of quality provi-
sion for the citizens.

Citizen Education 

It is very important that the line min-
istries, both the Ministry of Labor and the 
Ministry of Finance, and the National Bank 
of Serbia launch as soon as possible an 
education campaign, in order to present to 
citizens the need for supplementary pen-
sion insurance, explain the operation of 
voluntary pension funds, degree of safety 
of invested assets, etc. This has so far been 
left to the staff from the pension compa-
nies and, regardless of how professionally 
they fulfill this task, it is absolutely insuf-
ficient. An education campaign must be 
launched as soon as possible at all levels.
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> The Law defines the employer’s obligation to organize a pension scheme for its
employees and conclude an agreement with a Pension Company.  An amendment
to this part of the Law might be worth considering, allowing each employee to
select a fund. <
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Tanja Unguran, LL.M.
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Tax Perspective Tanja Unguran, LL.M.
Attorney at Law, Gide Loyrette Nouel

A
n investor interested in Serbian 
securities market will have to take 
into account three taxes when con-

sidering the potential tax costs of such an 
investment. 

First, the income derived from the se-
curities will be subject to income tax. The 
tax treatment of the investor’s income 
will depend on whether he is a natural or 
a legal person, and whether he invested 
in shares or in debt instruments. Dividend 
income received by the corporate share-
holders is tax free. Only half of the divi-
dend received by the private shareholder 
is taxed, at the 20% tax rate. Interest is 
included in the taxpayer’s taxable income 
and taxed at the general 10% tax rate for 
corporate shareholders and at the 20% 
tax rate for private shareholders.  

The subsequent sale of securities will 
be subject to the property transfer tax, at 
0.3%, while any gain incurred by the in-
vestor on the sale will be subject to the 
capital gains tax at 20% 

The tax costs will be higher for a non-
resident investor, as dividend, interest and 
capital gains paid out abroad are subject 
to a 20% withholding tax. The applicable 
tax rate may be lower if the investor is 

a resident of a country with which Serbia 
has a double tax treaty (“DTT”). Serbia 
currently has a total of 34 treaties for the 
avoidance of double taxation of income in 
force with other countries. The applicable 
tax rate under these treaties ranges from 
5% to 15% for dividends, and from 0% 
to 15% for interest, while most exclude 
taxation of capital gains. 

DTTs have proven to be a valuable 
tool for attracting foreign investment 
and the Serbian government should 
work harder to further expand the net-
work of DTTs with other countries. Also, 
the procedure for the utilization of ben-
efits provided under the DTTs should be 
refined and made clearer, in particular 
with respect to the list of documents 

which need to be filed with the Tax Au-
thority for this purpose.  

While the relative tax costs of invest-
ment on the Serbian securities market 
are not particularly high, the payment 
of any taxes imposed under the relevant 
laws may very well prove to be a frus-
trating process. This is true especially for 
foreign residents who trade in securities 
in Serbia. One such problem exists with 
respect to the unclear status of tax rep-
resentatives of foreign residents. Under 
Serbian tax laws, a non-resident who 
generates income or acquires property 
(including securities) in Serbia is required 
to register with the Tax Authority and 
appoint a tax representative. In practice, 
the appointment of a tax representative 
is necessary for the payment of property 
transfer tax and tax on capital gains. 
Even though the sole responsibility of 
the tax representative should be to com-
municate with the tax authorities on be-
half of the foreign taxpayer, the Serbian 
Tax Authority has held on several occa-
sions that the tax representative liable 
for the payment of tax due by his foreign 
principal. This practice has made Serbian 
nationals very reluctant to accept this 

> Current system of taxation of the securi-
ties market in Serbia is governed by old and 
outdated tax laws. Over time, these laws have 
been patched up here and there to
accommodate the new legal and institutional 
forms introduced by other laws, making the 
system incoherent and confusing. <

RETHINKING

SECURITIES TAXATION 

> Serbia currently has a 
total of 34 treaties for the 
avoidance of double
taxation of income in force 
with other countries. <
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responsibility and has complicated the 
position of the foreign taxpayers.

Capital Gains

The inadequacy of the Serbian system 
of taxation of non-residents is notable 
particularly in the area of taxation of capi-
tal gains. In cases in which the seller of 
securities is a non-resident, the tax is paid 
on a withholding basis and the person li-
able to pay tax is the resident buyer of 
securities. If the buyer is not a resident of 
Serbia, no tax is due. This procedure not 
only distorts the neutrality of tax, but puts 
both the buyer and the seller in a very un-
comfortable position. The buyer, because 
he is made liable for the payment of tax 
due by another person, without hav-

ing any reliable means to determine the 
purchase price of the securities which are 
being sold to him. For the seller, because 
he cannot transfer the sales price abroad 
before he had obtained the proof that his 
buyer had paid the tax due on the sale. 

Problems in taxation of trading in 
securities come not only from the de-
ficiencies in the procedure for the pay-
ment of tax, but also from a lack of clar-
ity in the substantive provisions of the 
relevant tax laws. For example, none 
of the laws imposing tax obligations in 
relation to trade in securities, including 
the Property Tax Law, Corporate Tax Law 
and the Personal Income Tax Law, pro-
vide any definition as to what is con-
sidered a “security” for the purposes of 
this law. The absence of such a defini-
tion has not caused too many problems 
in practice, because, so far, the Serbian 
securities market has been dominated 
by rudimentary forms of securities. This 
may very well change with the prolifer-
ation of more sophisticated instruments, 
and the financial authorities should deal 
with this beforehand and refine and 
clarify the relevant provisions of Serbian 
tax laws. 

One immediate problem, however, 
is the tax treatment of the investment 
units in the closed-ended investment 
funds and the issue of whether the in-
vestment unit is considered a security for 
the purpose of property transfer tax and 
tax on capital gains made by corporate 
holders of these instruments. The invest-
ment units are explicitly included in taxa-
tion of capital gains by natural persons, 
but the Personal Income Tax Law does 
not treat them as securities. This implies 
that the Serbian legislator does not con-
sider investment units as securities. If 
this is the case, the sale of investment 
units is not subject to property transfer 
tax, nor to tax on capital gains made by 
the corporate investors, what makes the 
closed-ended investment funds a more 

favorable investment vehicle than the 
open-ended investment funds. 

Essentially, all problems with the pres-
ent system of taxation of securities market 
in Serbia come from the fact that it is gov-
erned by old and outdated tax laws, most 
of which were adopted in times when 
there was no securities market in Serbia. 
Over time, these laws have been patched 
up here and there to accommodate new 
legal and institutional forms introduced by 
other laws, making the system incoherent 
and confusing. The impression is that the 
changes made in this area have not been 
a result of the systematic effort to use the 
tax policy to foster the capital markets in 
Serbia. For example, while it is good that 
Serbian legislation exempts natural persons 
from the obligation to pay tax on capital 
gains incurred on the sale of debt securi-
ties, it remains unclear why has it not done 
the same for the corporate investors. Like-
wise, what is purpose behind exempting 
interest income made on government se-
curities for natural persons but not for legal 
persons? And further, would it make sense 
to make a difference in the tax treatment 
of investors who have held their shares in 
Serbian companies over a longer period of 

time and those who have sold them soon 
after they bought them and made a specu-
lative short-term gain on such sale? 

Tax Labyrinths

The lack of clear policy in dealing with 
the tax treatment of securities market is 
best illustrated with the example of the tax 
treatment of investment funds. Generally, 
the tax treatment of the investment funds 
should be neutral, i.e., such that the position 
of the investor remains the same irrespec-
tively of whether he had invested in the 
securities directly, or through an investment 
fund. This goal may be achieved only by the 
systematic and coordinated changes in all 
areas of tax which ultimately impact the tax 
position of the individual investor: personal 
income tax, but also corporate income tax, 
and property tax. Furthermore, the changes 
should address not only the tax treatment 
of income made on the Serbian securities 
market, but also the fact that these funds 
may operate abroad and generate income 
from foreign securities which in itself opens 
numerous tax issues. Serbian lawmakers, 
however, have concerned themselves with 
the tax treatment of investment funds only 
insomuch as to introduce the notion of the 
investment units in the closed-ended in-
vestment funds in taxation of income of 
natural persons, and had completely disre-
garded other areas of tax and other forms 
of investment funds. As a result, not only 
that the neutrality of investment funds was 
distorted vis-à-vis direct investment, but 
also the tax neutrality of different forms of 
investment funds, because under Serbian 
tax laws, as they are now, it is much better 
to invest in the closed-ended than in the 
open-ended funds. 

Many of these problems are usual in 
the countries in transition where it is hard 
for the legislature to keep pace with the 
constant changes in the economic setting 
in which various laws operate. The Serbian 
financial authorities have so far been very 
responsive to the proposals for changes 
from the private sector, and there is no 
doubt that the necessary changes in taxa-
tion of capital markets will come soon. Be-
fore making these changes, however, the 
government should carefully weigh and 
define the goals which it wants to achieve 
in the area of capital markets and than tai-
lor tax rules and technical solutions around 
these goals to create a clear and efficient 
system of taxation.  
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> Double Taxation Treaties have proven to be a
valuable tool for attracting the foreign investment
and Serbian government should work harder to
further expand the network. <
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T
he Capital Markets are broadly defined as a market for stocks, 
bonds, derivatives and other investments and participants on 
this market. As such, they are regulated in Serbia by various 

pieces of legislation. The relevant legislative framework covers 
both legislation governing the issue of and trade in securities 
and other financial instruments and also legislation which regu-
lates and restricts activities of specific participants on this market 
(such as Corporate and Foreign Exchange Regulations in Serbia). 
The tax implications of these transactions are also important driv-
ers for participants on these markets. The Foreign Exchange Law 
(ForEx Law) particularly limits the freedom of domestic partici-
pants of these markets to invest abroad. 

The key piece of legislation governing the capital markets in 
Serbia is the Law on Securities and Other Financial Instruments Mar-
kets (the Securities Law). It regulates: (a) types, issue and trade with 
securities; and (b) organization and operations of participants on the 
capital market (e.g. brokerage companies). In terms of concept, the 
Securities Law is in line with legislation existing in developed mar-
kets. However, the Securities Law and related bylaws passed by 

the SEC leave certain matters unregulated which make it difficult 
for some transactions to take place. For instance, the law regulates 
only two types of standardized financial derivatives, i.e. futures and 
options. Any other financial instrument is not considered standard-
ized and cannot be traded on the stock exchange unless defined as 
standardized by a decision of the stock market (approved by the 
SEC). Because the privatization process has not been completed in 
Serbia yet, the Securities Law prescribes certain special rules related 
to the transfer of securities issued by companies in the course of 
privatization. 

On the other hand, legislation dealing with specific partici-
pants of the Capital Markets are the Law on Voluntary Pension 
Funds and Pension Plans (the Pension Funds law) the Law on 
Investment Funds (the Investment Funds Law). They govern op-
erations and investments which are permitted for the two types 
of funds. These two laws and related bylaws regulate restrictions 
with respect to investments of pension and investment funds in 
specific instruments, such as that an investment fund may in-
vest only up 10% of its property into securities/derivatives of the 
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same issuer. Bylaws governing pension funds are passed by the 
National Bank of Serbia and those governing investment funds 
are passed by the SEC. There are also restrictions through the 
Investment Funds Law on the foreign fund management com-
panies and investment funds which intend to collect funds in 
Serbia. These must be registered in Serbia and operate in confor-
mity with domestic law. These laws also prescribe the threshold 
of permitted investments of these funds abroad. An investment 
fund (open and closed) is allowed to invest up to 30% of its 

funds abroad, whereas a pension fund is allowed to invest up to 
10% of its funds abroad. 

The investments of all other participants (residents of Serbia) in 
capital markets abroad are limited by the scope give by the Foreign 
Exchange Law. Serbian residents may freely invest in shares, stakes 
of the company and direct investments abroad. However, they may 
only invest in foreign long–term debentures (e.g., bonds) issued by 
international financial organizations (e.g. EBRD); or (b) issued by 

member states of OECD. Thus investment in foreign debentures is-
sued by foreign banks is not allowed, unless there is a specific regu-
lation of the National Bank which has not been published to date. 
Additionally investment in foreign Financial Derivatives also awaits 
specific regulations of the National Bank of Serbia and is presently 
not available to Serbian residents. 

It also remains unclear whether Serbian residents (individuals 
and corporate) are free to invest in foreign investment funds such as 
EU UCITs which could be interpreted as direct investments under the 

ForEx Law and, as such, would be available to residents. However, 
the ForEx Law subordinates this topic to specific regulations on the 
investment and voluntary pension funds which do not cover this 
area except by imposing an obligation on the foreign funds to regis-
ter in Serbia. In the hypothetical situation where a Serbian resident 
wishes to invest in a foreign UCIT fund which does not market its 
activities in Serbia, this type of investment should be allowed by 
extrapolation of the wider principle.  

> It remains unclear whether Serbian residents (individuals and corporate) 
are free to invest in foreign investment funds such as EU UCITs which could be 
interpreted as direct investments under the ForEx Law and as such would be 
available to residents. <
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Capital Markets:  

T
oday, after a very brief time, the situation in Serbia is vastly 
different. While the informal or cash market has not been 
completely eradicated, the popular acceptance of banks has 

skyrocketed. Consumer credit is booming. VAT has been effective-
ly introduced. And companies are now turning more and more to 
more modern methods of generating long-term funding. The time 
for the development of capital markets in Serbia is upon us.

In order to transition smoothly into a capital market envi-
ronment, however, much work needs to be done on the side of 
both industry and the state. Ensuring the free and transparent ex-
change of stocks, bonds, and securities requires vigilant attention 
to regulations and legislation which will affect it. 

In this edition of the AmCham Forum, several leading figures 
in this arena discuss the needs and implications of developing the 
Serbian capital market.

What is the current state of readiness 
within the Serbian financial market 
for further development of capital 
markets?

Radovan Jelašić, Governor, National Bank of Serbia: Obvi-
ously, all major stakeholders are aware that “something” needs to 
be done regarding the faster development of the capital market. 
I think that what we urgently need is first of all a clear separation 
of “quality” from junk bonds (which is to say listing vs. quotation 

of shares); secondly a clean up of the balance sheets of some 
key players (public and private enterprises) is needed in order to 
secure them market access; and thirdly, a change of regulation in 
order to make local capital market more attractive.

Milko Štimac, Chairman, Serbian Securities Commission: Op-
timism among local traders and investors is high. The number of 
small, individual investors is rising. Judging by the Belgrade Stock 
Exchange reaction to political events in May, the capital market 
and its institutions finally have become an integral part of the 
economy and, furthermore, of complete social milieu.

No serious political party or movement will allow itself to dis-
regard the potential impacts of the activities on the economic 
stability. This means that the political elite will have to support 
the strengthening of capital market institutions. The gap in readi-
ness for improvements between the financial market and politics 
will certainly become narrower during the mandate of the current 
government.

The financial market participants themselves will continue to 
develop their own field of work, as they have done up to now. 

> Only a few short years ago,
Serbia might have been

described as a cash-based
economy. The vast majority of 

people shied away from banks 
and kept what money they had 

under the mattress. Credit cards 
were as rare as honest auto

mechanics and the stock market 
was something that

happened in New York and
London and had something to do 

with people in pin-striped suits. <

Chris Farmer
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The state of development that we are witnessing in capital mar-
kets has been reached thanks to these efforts with little or no 
help from the state. In this sense, the Serbian capital market has 
been quite neo-liberal in its own development.

Veroljub Dugalić, Secretary General, Association of Serbian 
Banks: Serbia is now in the mature stage of the transition process. 
This means that the conditions for the introduction of new mar-
ket financing forms, typical of countries with developed markets, 
have been created. The development of shareholding, the use of 
long-dated debt securities, and the introduction of derivatives all 
contribute to a greater concentration of financial resources and 
ensure more successful financing of large investment undertak-
ings. It is a process that was confirmed in all the economies cur-
rently dominating the modern world and Serbia is not an excep-
tion in that respect. An accelerated development of the financial 
markets is inevitable, and, in the previous few years, the neces-
sary preconditions have been created for such a process.

Vladimir Čupić, Chairman of Executive Board, Hypo Alpe-
Adria-Bank: The capital market in Serbia has achieved undisputed 

growth, both qualitative and quantitative, in the last few years. 
The last couple of years have the foremost importance in the 

area of construction of the legal framework of the capital market. 
Consequently, at this moment we have a whole set of new laws 
regulating this segment of the financial market, such as the law 
on securities market, the law on takeover of joint stock compa-
nies, the law on investment funds, etc.

On the Belgrade Stock Exchange (BSE), as the representative 
of this market, market capitalization and the number of quoted 
companies has been growing continuously in recent years. Realized 
turnover in securities trade doubled at the end of 2006 when com-
pared to the previous year, and according to 2007 data this trend 
continues, so that the level of turnover in 2006 could be reached at 
the end of the first half of 2007 already. Consequently, the number 
of companies which satisfy criteria for continuous trading with their 
liquidity is growing, and is currently at 50. This year the first compa-
ny appeared on the official listing of the Belgrade Stock Exchange, 
Tigar from Pirot, with an announcement that several other top tier 
Serbian companies could join Tigar soon.
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When evaluating the current situation on the capital market, 
one must point out the establishment of first pension and invest-
ment funds, without which one cannot even imagine further de-
velopment of the capital market.

Despite all above stated, our capital markets do have some 
deficiencies. First of all, the availability of information about busi-
ness operations of companies is still at a very low level. 

Much effort will have to be invested in the future in bringing 
order among all participants on the financial market. Most impor-
tant role in that field will be played by the Securities Commission, 
and quite optimistic developments are expected this year in that 
respect. Many companies which have been avoiding listing on the 
BSE for years have done so this year.

Does Serbia need a capital markets 
development strategy? Or if we have 
one, what is its course?

Radovan Jelašić, Governor, National Bank of Serbia: I hon-
estly hope that we will be able to prepare and implement such 
a strategy before people unnecessarily burn themselves on the 
capital market, as I am convinced that in majority of cases nei-
ther the seller knows what he is selling nor the buyer what he is 
buying!  The NBS has already initiated some talks regarding the 
strategy of the local capital market, and I am confident that the 
Ministry of Finance will join our efforts as well. 

Euphoria regarding share prices should not make us forget 
the medium and long term objectives as well as the underlying 
quality of assets.

Milko Štimac, Chairman, Serbian Securities Commission: The 
impact of government crisis on capital market trends patently 
showed that Serbia needs a capital market development strategy. 
Bearing this in mind, we would be no different in reactions in 
capital market regulation from any other capital market in the 
world: first crisis, than regulatory action.

 This is precisely one of the most pressing issues that should 
be cleared with the government. And it can be properly solved 
only by defining a strategy of capital market development. A 
strategy for such an important issue should be set up in parlia-
ment, in a joint effort from all interested parties – brokers, banks, 
fund managers, the Ministries of Economy and Finance, parlia-
mentary committees, the Stock Exchange, Registry, Securities 
Commission (above all), and academicians.

Veroljub Dugalić, Secretary General, Association of Serbian 
Banks: Unfortunately, Serbia has not developed its own economic 
development strategy, which would have been necessary in par-
ticular after the major changes in the social system. This means 
that it has not designed a clear strategy of financial market devel-
opment either, except for a general commitment to the strength-
ening of the market and market laws in general.

Vladimir Čupić Chairman of Executive Board, Hypo Alpe-
Adria-Bank: It would be very difficult to give a straightforward yes 
or no answer to the question. Perhaps an analysis of the existing 
legal regulations would provide best description of the above di-
lemma. 
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First of all, the list of existing legal regulations relevant to 
functioning of the capital market could lead us to a conclusion 
that such a strategy indeed exists. Namely, legal regulations are 
complete in the sense that they include most laws necessary for 
undisturbed functioning of the capital market and the financial 
market in general.

On the other hand, if we get into detailed contents of laws, 
and especially if we attempt to apply them, we will notice that 
they are often incongruous, that problems in their application 
appear often, that you would frequently be forced to request 
interpretation of some regulations from authorities, and finally, 
government institutions often attempt to correct deficiencies of 
regulations by adopting by-laws.

Undefined situations and the constant need for corrections 
would be avoided if we had the strategy as a document.

What are the preconditions or
requirements – systemic, regulatory, 
legislative – for improvement of the 
capital market environment?

Radovan Jelašić, Governor, National Bank of Serbia: It is 
definitely not rocket science and needs more practical work than 
new legislation. 

The best way of testing the current legislation would be to 
engage a concrete example – my proposal was to sit down with 
Tigar, the only listed company today, and work through a con-
crete example of placing a bond. 

I am skeptical of over-activity in legislation and no activity in 
implementation.  

Milko Štimac, Chairman, Serbian Securities Commission: The 
strategy-defining action must be followed, as soon as possible, 
by legislative action. Improvements in the legal framework are 
very much needed in this moment. Changes of the law on se-
curities and other laws regulating the financial market did bring 
some improvements, but not substantial enough. Furthermore, 
the most recent legislature took a step backwards on some very 
important issues, such as the independence of the Securities 
Commission.

In our contacts with ministers of the new government, we 
were assured that legislative changes are very high on the agen-
da. We hope to see first actions in this direction by the end of 
this year.

Veroljub Dugalić, Secretary General, Association of Serbian 
Banks: The necessary laws have been adopted, but they need to 
be supplemented and adjusted to the conditions that exist in real 
economic life. With regard to systemic solutions, an important 
step was made with the definition of property in the constitu-
tion. It is now important to see a proper beginning of the opera-
tion of investment funds, voluntary pension funds, completion of 
ownership transformation and the appearance of quality market 
material in stock exchange trading: shares, treasury and corporate 
bonds, as well as financial derivatives.

Vladimir Čupić Chairman of Executive Board, Hypo Alpe-
Adria-Bank: Further development of the capital market implies 
several key points it must rely upon.

•  Strategy of development of the capital market must be ex-
plicitly defined, with special stress placed on the part seeing 
out market in the context of our future membership in the 
EU, as well as the position of our market in the region.

•  Legal regulations must be developed further. Current le-
gal solutions are too rigorous in some areas and do not 
stimulate market development. We think that the basic 
orientation of development of regulations should be into 
the direction of its relaxation, and coordination with regu-
lations of developed markets, on one hand, and on the 
other hand, we must insist on strict application of legal 
provisions of adopted legal principles of behavior on the 
capital market.

•  In order to facilitate further development of the financial 
market, development of local institutional investors, such as 
investment and pension funds, must be supported. One can-
not imagine stable local financial market without developed 
fund industry, which in that case would fully depend on de-
mand of foreign investors and their interest in this field. 

•  Serious improvement must be made in providing investment 
alternatives in the capital market. Large public companies 
must be allowed to quote on the BSE. In the field of bonds 
we are still at point zero, so that it is imperative to incite 
appearance of government bonds, especially long term, mu-
nicipal bonds, and corporate bonds.

•  Development of the capital market could also be acceler-
ated by more competition on the BSE, especially because 
neighboring countries have already faced such situation, not 
atypical for this degree of development.
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How do you see the role of the
government over the short-, medium-, 
and long-term in this process?

Radovan Jelašić, Governor, National Bank of Serbia: The gov-
ernment can play an important role in several ways but especially 
in three distinct areas. The government can help by bringing large 
state-owned companies to the capital market (e.g., IPO, bond is-
sue). Furthermore, by modifying the current way of selling enter-
prises without retaining a portion as free float. And also by floating 
the remaining stakes of already privatized state companies.  

Last but not least, the government should also be supportive 
in changing the legislation.

Milko Štimac, Chairman, Serbian Securities Commission: The 
government, as the strongest executive branch of the state, hopefully 
will gradually leave the capital market to its traders and institutions. 
We still have the direct presence of government both with institu-
tions and with participants of the market. This makes the government 
the regulator and organizer of the trade, direct and indirect issuer of 
securities and one of the traders. And all of these at the same time! 
Plus, by taking away original authorities of Securities Commission, the 
government became regulator of the market as whole.

It is hard to find a sustainable rationale for this. No market 
can function properly with such a burden over the long term. So, 
in the short and medium terms, the government should sell state 
shares of the Stock Exchange and remaining banks. It is very en-
couraging that ministers of this government, together with the 
deputy prime minister have already declared these intentions.

Of course, one of the most important issues is restoring the 
full independence of the Securities Commission. The only way that 
the state should be present in the capital market is through the 
Securities Commission directly, through some parliamentary com-
mittees indirectly, and as an issuer of bonds and treasury notes.

Veroljub Dugalić, Secretary General, Association of Serbian 
Banks: At the existing development level of the financial markets 
in Serbia, the government must play a very active role in the cre-
ation of systemic conditions, in the provision of appropriate mate-
rial for stock exchange trading and the building of independent 
regulatory bodies (Securities Commission) as well as the Central 
Registry. 

In parallel with the development of financial markets, the role 
of the government must weaken. In the long run, the govern-
ment should progressively reduce its direct influence on the fi-
nancial markets and its presence should be felt indirectly, through 
legislation or regulation.

Vladimir Čupić, Chairman of Executive Board, Hypo Alpe-
Adria-Bank: Having in mind the previous analysis of the capital 
market, it could be concluded that the Government of the Repub-
lic of Serbia is still very important at this stage, because it plays 
major role in defining overall strategy of development of the 
capital market, as well as in further adjustments of the legislation. 
Without its support it would not be possible to provide strength-
ening of authority of state institutions such as the Securities Com-
mission. In case that good results are realized in this segment on 
short term, requirements would be met for reducing the role of 
government in this field on the mid and long term basis.

What would be the impact of capital 
markets development on other
financial sectors (ForEx, banking,
economic stability, etc.)?

Radovan Jelašić, Governor, National Bank of Serbia: Volun-
tary pension funds and, to some extent even the insurance sec-
tor, already lack quality local investment papers. Therefore, the 
pressure on the central bank is even higher to allow a higher 
portion of investments to be placed abroad.  In addition, the capi-
tal market could be used more actively by the banks not only by 
cashing out part of their claims through securitization but also as 
an arranger of some bond issues.  

Finally, the government could use it more actively in order 
to hedge some of the foreign exchange risk, as almost the entire 
debt burden of the republic is non-dinar denominated.

Milko Štimac, Chairman, Serbian Securities Commission: Or-
ganized in the described manner, the capital market becomes a 
stability factor of the whole economy, providing a fair and trans-
parent environment for investing. This brings new investors and 
new opportunities for financing businesses more efficiently and 
cheaply than with banks loans. This also brings competitiveness in 
the market, making it more efficient.

Capital market institutions have a very important politico-eco-
nomic impact as well. They support the rise of the middle class, 
the backbone of any democracy and market economy, which are 
the final goals of the transition process.

Veroljub Dugalić, Secretary General, Association of Serbian 
Banks: In all modern economic systems, a direct link and condi-
tionality between the general level of development of the finan-
cial sectors and the development of financial markets has been 
confirmed. Namely, in countries with developed economies, there 
are also developed financial markets, and vice versa: where the 
financial markets are developed, all other financial sectors are at 
a high level as well. The firm connection between the financial 
markets and other financial sectors exists in Serbia as well. The 
strengthening of the financial markets will contribute to greater 
capital concentration and mobilization; this has a favorable effect 
on the initiation of investment cycles; investment growth increas-
es GDP, foreign currency inflow, general development level ... 

Therefore, in the long term, the development of financial 
markets may have a large, positive impact on the general eco-
nomic development of Serbia in the future.

Vladimir Čupić, Chairman of Executive Board, Hypo Alpe-
Adria-Bank: Finally, adequate development of the capital market 
is a constituent and inseparable part of development of the over-
all financial market. An efficient and growing capital market is the 
best indicator for healthy economy.

Although at first glance one can get an impression that prod-
ucts of the capital market represent competition to commercial 
banking, such a conclusion is essentially wrong. Namely, the con-
tinued growth of the banking sector cannot be imagined without 
a diversified offer of banking products, a good part of which relies 
upon the capital market. This would mean that in the income 
structure of the banking sector, a more and more important role 
will be played by commission income from selling products which 
are closely related with capital market.
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ACCESSING
FOREIGN
CAPITAL
MARKETS

> In addition to
meeting the financial 
size, performance and 
growth prospects that 
warrant accessing
outside capital
markets, it is essential 
that the companies are 
willing to adhere to a 
corporate culture that 
understands both the 
advantages and
accountability that 
arise from having a 
class of public
investors who have 
committed capital
to their company. <

A
s emerging markets and companies make the transition to a market econ-
omy, a number of the companies will have to seek capital from outside 
sources under competitive capital market conditions. Generally, the compa-

nies that do so will be companies whose managers understand that to compete 
and grow in a market-based economy, their company requires substantial capital 
to update property, plant and equipment, and to compensate qualified employ-
ees. The managers will understand that an optimal capital structure should not be 
overly leveraged with debt financing and that an increase in the company’s equity 
capital base may be necessary to lower its cost of capital. They should appreci-
ate that if there is a liquid capital market for the company’s securities, investors 
will be willing to invest at a lower risk premium, also reducing the cost of capital. 
Other advantages of equity financing that the managers may understand include 
the ability to use shares as acquisition capital and to compensate employees. 

This article is directed to Serbian companies who are worthy of outside capital 
investment and whose managements understand the above advantages of doing 
so. These companies tend to be the “crown jewels” of any country’s economy. 
In addition to meeting the financial size, performance and growth prospects that 
warrant accessing outside capital markets, it is essential that the companies and 
their managements are willing to adhere to a corporate culture that understands 
both the advantages and accountability that arise from having a class of public 
investors who have committed capital to their company. 

Home or Abroad

Increasingly, emerging market companies that are able to meet the above con-
ditions are choosing to bypass local stock exchanges and seek capital from foreign 
sources, including the US and UK markets, Euromarkets (mostly for debt), and foreign 
private markets. Should a Serbian company that requires outside capital and has the 
potential to access these markets do so without considering the possibility of rais-
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ing capital in Serbia and listing on the Bel-
grade Stock Exchange (BSE)? What factors 
should affect such a decision?

There is no “one size fits all” answer 
to this question. The critical threshold is-
sues the company will have to address 
are whether the Serbian market has 
sufficient distributive capacity and local 
demand for the type and size of the of-
fering envisioned, and whether a listing 
of the securities on BSE will provide in-
vestors with a liquid secondary market 
for its securities. If the answer to either 
of these questions is no, the company 
likely will seek access to a more attrac-
tive foreign market. 

It is worth noting at this point that 
that the BSE and Serbian demand for se-
curities are both improving substantially. 

Foreign trading continues to account 
for a significant percentage of trading 
volume, although it has declined from 
roughly 50% during 2006 to less than 
40% during May 2007. Domestic de-
mand for securities should continue to 
increase due to the introduction of pri-
vate pension funds and several invest-
ment funds expected to be operating by 
the end of 2007.

Despite these improvements, un-
der current conditions, it is likely that 
for an offering of any size (e.g., more 
than USD 50 million) a qualified Serbian 
company would seek access to foreign 
markets. Other considerations also may 
affect this decision. For example, reg-
istration and listing fees in Serbia are 
high. The company’s investment bank-

ers may recommend a foreign market 
because of perceived higher valuations 
for its shares. Burdensome or subjective 
foreign exchange and taxation schemes 
and legal uncertainty regarding the en-
forceability of corporate governance and 
other shareholder rights under local law 
also may speak against a domestic of-
fering. Finally, the prestige factor associ-
ated with a foreign company’s listing on 
a foreign market often will influence a 
company’s decision. 

Tough Rules

Foreign market access does not 
come without significant requirements 
and substantial costs. In the US, a Ser-
bian company wishing to raise capital 
through a public offering of list its shares 
on a stock exchange would have to es-
tablish an American Depository Receipt 
(ADR) facility so that ADRs representing 
an exchangeable receipt for the compa-
ny’s shares may be traded in US dollars. 
The company would have to prepare a 
detailed disclosure document in English 
that meets the US SEC’s requirements for 
foreign companies, which require that 
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> In 2006, Russian government adopted regulations 
that require a Russian company that plans to publicly 
offer its shares offshore also to include a share 
offering on the Russian market at the same time or 
before any foreign sale. <



the company’s financial statements must 
be audited in accordance with US gener-
ally accepted auditing standards and pre-
sented in accordance with US generally 
accepted accounting principles (US GAAP). 
If US GAAP is not used, reconciliation to 
US GAAP must be included. 

Since the adoption of the Sarbanes-Ox-
ley Act (SOX) in 2002, many foreign com-
panies have chosen not to access US mar-
kets and sought other alternatives, such as 
the London Stock Exchange’s Alternative 
Investment Market (AIM). In addition to 
the US GAAP requirements, the principal 
concerns of foreign companies are the in-
creased costs and potential liability that SOX 
imposes, particularly the internal control fi-
nancial reporting provisions of SOX §404(a). 
Recently, the US SEC has proposed revisions 
that would permit use of a more top-down 
principles-based approach to satisfy the 
§404(a) requirements. US SEC Chairman 
Christopher Cox also has announced that the 
Commission’s goal is that by 2009, it hopes 
to accept financial statements from foreign 
companies that are presented in accordance 
with international financial reporting stan-
dards (IFRS), as promulgated by the Interna-
tional Accounting Standards Board, without 
any US GAAP reconciliation requirement. 

One significant alternative to publicly 
accessing US markets, which may permit 
foreign companies to avoid SOX and US 
GAAP requirements, is the so-called Rule 
144A transaction. Under this alternative, a 
foreign company makes a private place-
ment of its securities to a group of quali-
fied institutional buyers (QIBs) located in 
the United States or most other foreign 
jurisdictions. The securities are not listed 
for public trading and they may not be 
resold without restrictions during a one-
year holding period. However, purchase 
and sale transactions may take place dur-
ing the holding period exclusively among 
QIBs, who are defined generally in US 
Rule 144A as institutional investors who 
have at least USD 100 million of securi-
ties under management. The Rule 144A 
market for foreign company’s offerings 
has continued to grow substantially since 
it was introduced in 1990.   

As a result of the perceived difficulties 
posed by current US requirements, the UK’s 
AIM market has flourished in attracting for-
eign issuers. AIM listing standards are more 
liberal than US requirements. IFRS based fi-
nancial statements are acceptable and, de-
pending on a foreign company’s jurisdiction, 

home country financial reporting standards 
also may suffice. 

At one point, the former Chairman of 
Russia’s securities regulator observed that 
the principal market for Russian compa-
nies’ shares was in London. It is interest-
ing to note Russia’s regulatory response 
to this phenomena and the positive ef-
fect that it has had in increasing domestic 
trading in Russian issuers. In 2006 Russia 
adopted requirements which require a 
Russian company that plans to publicly 
offer its shares offshore also to include 
a share offering on the Russian market 
at the same time or before any foreign 
sale. Companies are allowed to list no 
more than 70% of the shares registered 
for sale on a foreign exchange. Following 
the adoption of these requirements, share 
trading has increased substantially on the 
Russian MICEX exchange.

The alternatives for seeking foreign 
market access are not mutually exclu-
sive. Many companies have structured 
offerings that include a domestic offering 
tranche, a foreign public offering tranche 
with listing on a developed country mar-
ket, and an international Rule 144A pri-
vate placement. Should such choices be 

left to Serbian companies or should the 
government adopt a policy similar to the 
Russian regulations? 

My views on these questions are gov-
erned by two guiding principles. A) Private 
sector decisions are generally preferable 
to government regulations. B) Where cap-
ital formation needs of companies may 
come into conflict with local market de-
velopment needs, capital formation needs 
should prevail. The purpose of any stock 
market is to provide the liquidity and in-
termediation that facilitates capital forma-
tion. If the stock market cannot adequate-
ly fulfill this function, a company should 
be permitted to seek capital elsewhere. 
Companies are superior to stock exchang-
es as the drivers of economic growth, pro-
ductivity and employment.  

This said, however, Serbia’s capital 
market remains very important to the 
savings and investment process as it af-
fects Serbia’s citizens. If a Serbian com-
pany were to make a foreign public of-
fering of non-convertible debt securities 
or a private placement of its securities in 
an international Rule 144A transaction, it 
may be advisable to permit such transac-
tions without imposing any requirements 
for registration or listing domestically. 
However, if a Serbian company proposes 
a foreign public offering or listing of its 
shares, it would be reasonable to require 
the company also to list the shares on the 
BSE so that Serbian investors also have 
an opportunity to invest in what may be 
one of Serbia’s crown jewels. Given the 
current early stage of development of 
Serbia’s capital market, however, I would 
avoid percentage tests, such as those used 
in the Russian regulations. Also, initially I 
would urge the Serbian Securities Com-
mission and BSE to waive all filing and 
transaction fees so as not to increase costs 
to the company, and I would urge them to 
accept Serbian translations of the foreign 
offering documents without imposing any 
additional requirements or delays. 

Over the longer-term, it is possible that 
regional stock exchanges will emerge in the 
Balkans and other parts of the world, which 
will enhance the ability of emerging market 
companies to seek capital closer to home. 
This may take place either via mergers and 
consolidations of exchanges or by cross bor-
der electronic linkages. In either case, prior 
development of harmonized licensing stan-
dards for securities intermediaries and har-
monized listing standards for companies will 
be necessary before regional markets may 
provide an efficient alternative for compa-
nies with significant capital needs. In the 
meantime, the BSE will continue to have an 
important role to play in providing a liquid 
trading market for the vast majority of Ser-
bian companies that are not realistic candi-
dates to access foreign markets. 

> Since the adoption of the Sarbanes-Oxley Act (SOX) 
in 2002, many foreign companies have chosen not to 
access US markets. As a result, the UK’s AIM market has 
flourished in attracting foreign issuers. <
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WHERE TO INVEST

AND HOW?

E
ver since investment funds started operating in the Re-
public of Serbia, many investors have faced a dilemma 
whether to invest money individually in shares at the 

stock exchange or to use services of portfolio managers who 
are in charge of investing the assets of investment funds. The 
best answer to this dilemma is to try both alternatives, i.e., 
invest part of the money directly through a broker at the stock 
exchange and part in an investment fund, and then follow the 
performance of both investments.

It is worth noting that it is very difficult for investment funds 
to keep up with the performance of a fast-growing market, which 
was the case with the first quarter of this year. There are two 
reasons for that. One is that funds have transaction costs, where-
as stock exchange indices do not. The other is that funds must 
have such investment diversification that no individual share 
can account for more than 10% of the portfolio, whereas some 
shares can account for a larger portion of the stock exchange 
index basket (e.g., in the Belex15, the shares of AIK Banka have 
a 20% weight, Komercijalna Banka 18.58%, Energoprojekt Hold-

ing 12.18%). When these shares rise faster than the average, the 
stock exchange index usually rises faster than the investment 
fund unit value.

On the other hand, when the market is in the correction 
stage, one can easily notice how stock exchange indices may 
fall faster than the investment unit value, because now diver-
sification works in favor of funds.

Everything that is mentioned for stock exchange indices ap-
plies to individual investments of an average citizen. The average 
individual investor usually has up to 10 securities because he 
does not possess sufficient funds to make significant investments 
in a larger number of shares. Apart from that, individual invest-
ment also requires a lot of time for company analysis, as well as 
a certain level of financial analysis skill.

At the end of the first quarter of this year, the mentioned 
effect was noted by a significant number of investors who had 
an opportunity to invest individually at the Belgrade Stock Ex-
change. In connection with that, a sizeable number of mem-
bers of the FIMA ProActive fund are precisely the individuals 
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> When shares rise faster than the average, the stock exchange index 
usually rises faster than the investment fund unit value. On the other 
hand, when the market is in the correction stage, stock exchange
indices may fall faster than the investment unit value. <



who were very active at the stock exchange in the previous 
period, so they decided to invest part of their assets in an 
investment fund.

In the second week of May, the Belgrade Stock Exchange 
recorded a correction, with the value of the Belex15 index 
falling for 4 consecutive days, by -1.30%, -3.05%, -5.26% and 
-6.53% respectively. In the previously mentioned period the 
values of investment fund units were stable. 

The methodology for the calculation of the investment unit 
value prescribed by the Securities Commission also contributed to 
this stability. The share price from the last trading day is included 
in the calculation of the investment unit value only if on that day 
the trading volume exceeded 1% of the market capitalization of 
the given company. If the stated condition is not met, the prices 
from the previous trading days are also included.

However, it is worth mentioning that in crisis situations, i.e., 
in a situation when the market is undergoing a correction, the 
methodology of the investment unit value calculation is not the 
main advantage of investment in investment funds. 

Many individuals invested money last year and so far have 
not had an opportunity to participate in a market exhibiting a 
decline. On the other hand, in investment funds decisions on 
share trade are adopted by portfolio managers who, in accor-
dance with the law, must have at least three years of working 
experience in securities operations. In the past three years 
the market recorded at least four corrections, two of which 
were significant, April - May 2005 and June – July 2006. It is 
precisely due to this experience that professional investors 
are better at handling crisis situations than individual inves-

tors without experience. In the second week of May, when 
the last correction took place at the Belgrade Stock Exchange, 
we witnessed professional investors, primarily investment 
funds, acting on the buy side, whereas the investors with less 
experience were on the sell side. This is the reason for which 
investment funds perceive stock exchange corrections as op-
portunities to purchase shares at more favorable prices, and 
not as the time when money is lost.

If we are talking about the investment fund industry in 
the region, it is worth mentioning that in Croatia investment 
funds already have around EUR 4 billion, while in Slovenia 
that amount is even greater. By way of comparison, 2 invest-
ment funds are currently operating in Serbia, with less than 
EUR 30 million. 

Apart from that, it should be pointed out that the previous 
year was particularly successful in terms of yield, so in Slovenia 
Hypo SEE Opp registered an increase in the investment unit value 
in the amount of almost 107%, while in Croatia FIMA Equity re-
corded an increase by over 90%. 

A fair portion of this growth originated from the growth of 
the Serbian financial market, but other markets in the region also 
exhibited an excellent trend.

Finally, investment funds in Serbia can be expected to in-
crease assets under management and, hopefully, the value of 
investment units. However, despite the listed excellent results 
of the funds in the region, the citizens should have a long-term 
investment horizon when investing their funds in the financial 
market (including the funds), because that is the only way to 
achieve proper investment effects. 
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WORKING WITHOUT A NET
> In emerging
markets, even

modest
improvements in 

corporate
governance at the 

company level, 
relative to its peers, 

can make a large 
difference for
investors and

decrease the cost of 
capital for the

well-governed 
company. <

C
orporate governance is a system of relationships, defined by structures and processes fo-
cused on performance management and reporting mechanisms. These relationships con-
cern parties involved in the direction and control of the company, with different and often 

conflicting interests that need to be carefully observed and balanced. From the point of view of 
capital market development, the major purpose of the corporate governance mechanisms is to 
adequately protect equity investors and to maximize value of their investments.

Micro, Macro

At the company level, companies with high quality corporate governance tend to have bet-
ter and cheaper access to capital and tend to outperform their more poorly governed peers over 
the long-term. Good corporate governance is based on the principles of transparency, accessibil-
ity, efficiency, timeliness, completeness, and accuracy of information at all levels. A company 
with an enhanced transparency is seen as investor-friendly. Since the level of risk and cost of 
capital depend on economic and political situation, its institutional framework and enforcement 
mechanisms, corporate governance at a particular company plays a crucial role in emerging 
markets. In these markets, even modest improvements in corporate governance at the com-
pany level, relative to its peers, can make a large difference for investors and decrease the cost 
of capital for the well-governed company. A company with good corporate governance has a 
better reputation, and a good reputation has become a key element of a company’s goodwill. 

At the macro level, recent studies on corporate governance around the world have estab-
lished a number of empirical regularities. Diverse elements of countries’ financial systems, such 
as the breadth and depth of their capital markets, the pace of new security issues, corporate 
ownership structures, dividend policies and the efficiency of investment allocation can be ex-
plained by how well the laws in these countries protect outside equity investors. 

The rights of the investors are protected by the legal system. Laws and the quality of their 
enforcement are essential elements of both corporate governance and capital markets. When 
investor rights, such as voting and monitoring rights of shareholders, are extensive and well-
enforced by regulators and courts, investors are willing to finance firms. By contrast, when the 
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legal system does not protect outside inves-
tors, corporate governance and external fi-
nance do not work well. The most common 
response to the lack of legal protections of 
investors is a high ownership concentration 
of companies. There are at least two rea-
sons why ownership in countries with poor 
investor protection would be more concen-
trated. First, dominant shareholders who 
monitor the managers might need to own 
more capital to gain control rights and not to 
depend on recourse to courts. Second, when 
they are poorly protected, minority investors 
might be willing to buy corporate shares 
only at such low prices that make it unat-
tractive for corporations to issue new shares 
to public. A very high ownership concentra-
tion at the macro level is fatal for capital 
market development since it leads to illiquid 
and underdeveloped markets.

Without Papers

Are investors protected in the Serbian 
capital market? Firms can enter the regu-
lated Serbian market without a prospectus. 
This is a consequence of an inadequate 
regulatory arrangement, widespread non-
compliance by market participants and the 

inability of the regulator to sanction such 
behavior. The existing legal provisions on 
ongoing disclosure cover all important ele-
ments. However, issuers often fail to meet 
these obligations and are not sanctioned for 
that. Although the regulations sanction in-
sider trading both monetary and criminally, 
no one in Serbia has ever faced prosecution 
for that offense. Moreover, the main crite-
rion for investment, according to anecdotal 
evidence from the market, is precisely in-
sider (privileged) information. 

With respect to the courts, there is little 
case precedent involving issues associated 
with securities in the broadest sense. The 
lack of precedents refers to all: judges, in-
vestigating authorities, lawyers, court ex-
perts and others. The number of persons 
from these professions who have experi-
ence and adequate knowledge of specifici-
ties of securities transactions and CG issues 
is almost negligible. This fact makes it an 
imperative to work on additional training of 
relevant participants in the judicial system 
in short-run. In the medium-run, it is crucial 
to carry out a radical reform of the judiciary 
aimed at improving its efficiency. 

As for public enforcement, the Securi-
ties Commission is an important determi-

nant of the investment climate and key to 
the credibility of the entire financial mar-
ket. However, no single issuer at the off-
board market has ever been sanctioned 
by the Commission although violations of 
securities laws are numerous. The Com-
mission is not in a position to effectively 
perform its supervision due to its weak ca-
pacity, lack of commitment and adequate 
legal powers to inspect and sanction su-
pervised entities. The basic characteristic 
of its previous activity was a relatively 
weak regulatory, supervisory and institu-
tional capacity. Influences and overt pres-
sures exerted by the government on the 
Commission have been registered ever 
since it was established.

Investor, and specifically shareholder, 
protection in Serbia is weak. The major 
reasons for that situation lie with inad-
equate regulation and even more with 
weak institutions and poor enforcement. If 
protection of property and investor rights 
via implementation of good corporate 
governance mechanisms in laws and at 
the company level does not start to im-
prove soon and vigorously, Serbian firms 
will be bound to raise capital only through 
retained earning and bank credits.
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SERBIAN REPO MARKET

– ISSUES TO CONSIDER 

> Repurchase 

Agreement is an

agreement where a

repo seller sells

securities in return for 

cash to a repo buyer

and agrees to repurchase 

those (or alternatively

the equivalent thereto) 

securities later for more 

money. It is one of the

most significant financial 

instruments available

today.  <

V
irtually any type of security may be used in 
repo deals: from treasury bills and bonds to 
corporate bonds and even (though less often) 

stocks. The economic effects of repo are those of 
a secured loan i.e., financing a repo seller with 
transferred securities serving merely as collateral 
for the seller’s obligation to make the repurchase 
at the agreed time. Today repos are used in two 
major ways: (I) as instruments of monetary politics 
through which central banks manage liquidity and 
(II) as instruments of the financial market through 
which investors place their money in a secured 
manner and counter-party traders obtain conve-
nient access to cash. 

In international business, repo transactions are 
regularly entered into under the framework of a 
standardized Global Master Repurchase Agreement 
governed by English law. Enforceability of this 
agreement in local jurisdictions is one of the most 



important factors to consider, especially 
when contracting with counterparties in 
civil law countries. 

Legal risks attached to repos require 
the background legal framework to es-
tablish a clear treatment of repurchase 
agreement from tax, accounting, forex 
and insolvency perspective. Serbian law 
however lacks rules on repo transactions. 
In fact, careful legal analysis reveals that 
there exists a sharp difference between 
the legal framework for repos as instru-
ments of monetary policy, which is clearly 
set out and followed by considerable 
practice between the National Bank of 
Serbia (NBS) and commercial banks, and a 
complete lack of legislative recognition of 
repos as financial instruments. Repo op-
eration in the latter area is similar to that 
of the governing legislation. 

Unclear Rules

What additionally complicates matters 
is the somewhat unclear operational rules 
of the Central Securities Registry (CSR) 
which prescribes that repo transactions 

can be performed solely by the Repub-
lic of Serbia (RS) and the NBS and only 
with securities issued by those entities. 
This poses the question as to what hap-
pens in the case of business entities us-
ing securities other than those mentioned 
above yet registered with the Serbian CSR 
- would they be prevented from doing so 
or would they be unable to register in the 
CSR as a repo but rather as straight sale?  
A more general question would relate to 
the policy confining a globally accepted 
financial model only to operations of the 
Republic and the NBS. 

In practice today, an important issue 
is the question of enforceability of close-
out netting provisions which are a key 
element of repo deals. This netting pro-
vides that in the case of default of one 
party (e.g., its insolvency) all the mutual 
parties’ claims are netted and set-off. 
The fact that the new Law on Insolvency 
(I) does not contain an explicit rule al-
lowing netting as the earlier law on in-
solvency did and (II) allows for “cherry-
picking” by the insolvency administrator 
in the case of bilaterally binding agree-

ments, results in considerable risk that 
the parties’ agreement to net would fail 
in the case of insolvency of the Serbian 
party. Taking into account the amount 
of money usually involved in repos, it is 
obvious that even a small risk that the 
buyer of securities would in the case of 
insolvency of the seller need to return 
the securities to the seller’s insolvency 
estate whilst standing in the row with 
other creditors with respect to its claims 
is unacceptable for any serious financial 
market participant. 

Finally, those interested in cross-bor-
der repo deals involving Serbian parties 
should take into account a general for-
eign exchange ban for foreign residents 
to invest in short-term securities issued 
by Serbian residents and the analogous 
prohibition for Serbian residents to pur-
chase foreign short-term securities (unless 
Serbian counter-party is the NBS or, to a 
certain extent, a local commercial bank). 
The issues outlined above are clearly an 
area for Serbian lawmakers to step in and 
recognise the potential in repo transac-
tions for this market. 
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F
ranchising is a method of distribution 
that can be used as a company’s sole 
route to market or in combination with 

other forms of distribution such as com-
pany-owned locations, licenses, joint ven-
tures, distributorships, etc. All franchises are 
licenses, but not all licenses are franchises. 
In the United States, a franchise is generally 
defined as any relationship meeting all three 
of the following criteria:
-  Licensee operates under the parent com-

pany’s trademark, trade name, or trade 
dress;

-  Licensee operates according to the stan-
dards of operation set forth by the parent 
company, i.e. parent company is able to 
exert control over the daily operations of 
the business;

-  Licensee is obliged to pay money to the 
franchisor for the right to engage in the 
business.

Perhaps the best word used to describe 
franchising is a “relationship.” The close, 
working relationship between the franchisor 
and the franchisee is critical to franchising. 
Prospective franchisors must clearly under-
stand the commitment required to support 
and maintain effective, healthy and harmo-
nious relationships with their franchisees. 
Franchisors cannot judge their franchisee re-
lationships solely by technical or legal obliga-
tions and requirements. To be effective and 
mutually beneficial, the relationship must in-
volve a responsive, continuing dialogue and 
cooperative effort. 

Franchising started in the US in 1845, 
and was formalized in the 1950s with con-
cepts as Dunkin Donuts. Today there are 
more then 15,000 franchisors and over 1.2 
million franchisees, creating more than 
20 million jobs and USD 1.5 trillion sales a 
year worldwide.

Franchising Markets in Serbia 

Consumer and economic conditions in 
Serbia are developing quite favorably for 
the entry of international franchising. A 
general opinion exists, among both gov-

> Today there are more than 15,000 franchisors and over 
1.2 million franchisees worldwide, creating more than 20 
million jobs and USD 1.5 trillion sales a year. In Serbia, a 
general opinion exists, among both government officials 
and business circles, that the foreign franchising industry 
will be the pioneer of further economic growth and
technical development.  <

READY FOR FRANCHISING
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ernment officials and business circles, that 
the foreign franchising industry will be the 
pioneer of further economic growth and 
technical development. Therefore the in-
terest in franchising is growing daily. 

Today, there are approximately 270,000 
entrepreneurs, including 90,000 SMEs, op-
erating in Serbia. Experts are expecting this 
number to increase to over 400,000 in the 
next five years, which provides huge oppor-
tunities for franchising. Furthermore, due to 
the privatization process, a large number of 
employees are losing their current jobs and 
obtaining their severance packages, which 
can be invested in obtaining a franchise. 
There are definitely a large number of com-
panies and private entrepreneurs in Serbia 
with sufficient funds to commence franchis-
ing operations without having to borrow 
money. But, if necessary, obtaining finance 
for franchisees should not be a problem.

In a joint effort to promote franchis-
ing, the US Commercial Service in Belgrade 
in cooperation with AmCham and Serbian 
Chamber of Commerce organized the First 
Franchising Conference in Serbia last April, 
attracting approximately 200 attendees. The 
main speaker at the conference was Mr. 
William LeSante, vice chair of the Interna-
tional Franchise Organization’s Global Mar-
keting Committee. The agenda also included 
opening and introductory remarks from 
U.S. Ambassador Michael Polt, President of 
Serbian Chamber of Commerce Slobodan 

Milosavljevic and Minister for International 
Economic Relations Milan Parivodic, as well 
as presentations from experts in related law 
and tax issues, and case studies of success-
ful franchisees in Serbia. The conference 
managed to raise extremely high interest 
in the local business community and was 
broadcasted through all major TV stations 
and daily newspapers. Mr. LeSante ex-
pressed his satisfaction with the turnout and 
compared it to their last conference in Brazil 

that attracted substantially less participants. 
As a follow up, the US Commercial Service 
and AmCham will be organizing a delega-
tion to the International Franchise Expo in 
Washington DC next spring.

Legal Aspects

To date there are no franchise laws in 
Serbia, nor are any expected in the near 
future. There is no specific registration nor 
any specific governmental approval or li-
cense that franchisors are required to se-
cure before operating in Serbia. There are 
no specific legal limitations imposed on 
the franchisee or their employers, howev-
er, they must comply with laws concern-
ing general long-term contracts. 

According to the Foreign Investment 
Law, foreign investors can invest, or estab-
lish wholly-owned companies or subsidiar-
ies under the same regime as domestic en-
trepreneurs. The repatriation of profits and 
investment is unrestricted, after fulfilling all 
necessary obligations in Serbia (taxation), 
which are in compliance with all foreign ex-
change management regulations. All forms 
of international franchising operations are 
permitted: direct franchising, master and 
development franchises through joint ven-
tures or wholly owned companies. No spe-
cial duties can be imposed on the franchisor, 
other than acting according to general duties 
mandatory for contractual parties.

Key Benefits

For Franchisor:
• Easy capital for expansion
• Faster market penetration
• Builds brand awareness
• Local market expertise
•  Franchisees have a vested interest in 

building a successful business
•  Increase efficiency in resource

utilization
• Provides revenues

For the Franchisee:
• Established brand
• Established product or service
•  Tested and proven operating systems
• Leadership of the franchisor
• Being part of the larger system
•  Reduced cost due to system

purchasing power

US Commercial Service in Belgrade in cooperation with AmCham and
Serbian Chamber of Commerce organized the First Franchising Conference in Serbia in April 2007
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I
nternational business leaders gathered on January 28, 2005 at 
the World Economic Forum in Davos  for the much anticipated 
launch of the world’s first website covering the human rights 

conduct of over 3,000 companies. That human rights would at-
tract the interest of the global business community’s top decision 
makers should not be surprising. In the last decade, an increasing 
number of businesses around the world have come to recognize 
the significance of identifying practical ways of integrating hu-
man rights into their business practices.

Although some companies have been driven to act on hu-
man rights by public scandals or lawsuits over alleged human 
rights abuses, many have acted without an external stimulus 
or simply because they believe it is the right thing to do. And 
while governments should institute the regulatory framework for 
safeguarding human rights, a growing number of companies no 
longer dispute that they have an obligation to conduct their busi-
ness in accordance with universal human rights principles. We at 
Center for Democracy are pleased to be doing our part in Serbia 
by bringing together these two main actors in society for our 
recently launched project, Government and Business in Practicing 
Economic, Social and Cultural Rights in Serbia, which concentrates 
on the rights related to work and employment. The rights of em-
ployees to a healthy and safe work environment, as well as fair 
and unbiased practices in hiring and firing, are just a few of the 
examples of responsible human rights practices in business. 

Over the next 15 months Center for Democracy will meet 
with and hold conferences for local business and government 
leaders in Belgrade, Kragujevac, Kraljevo, Paraćin, Kruševac, Niš, 
Novi Sad, Zrenjanin, Subotica and Sombor. Center for Democracy 
is running a public campaign, featuring billboards, outdoor events 
and TV spots, promoting rights related to work and employment. 
The awareness raising campaign in these 10 cities will culminate 
in a national conference in 2008 on Government and Business in 
Practicing Economic and Social Rights in Serbia, bringing together 
top leaders from the public and private sectors, and including 
non-governmental organizations and the public. 

The EU and US communities in Serbia recognize the impor-
tance of human rights in business, as evidenced by the financial 
support our project has received from the EU and the Institute 
for Sustainable Communities. In the last ten years, international 
organizations such as UN Global Compact and Business Leaders 
Initiative on Human Rights have legitimized the issue of human 
rights to the business community. Consequently, many, although 
not necessarily the majority of, multi-national companies oper-
ating in Serbia have already integrated human rights into their 
business management. Our goal at Center for Democracy is to 
introduce and encourage the adoption of the best existing prac-
tices to local and international companies in Serbia. 

Human Rights Perspective Center for Democracy

business-humanrights. org

Why you should
DO it…

The concept of business as a “force for good” and as a 
powerful actor in economic, environmental and social devel-
opment has been strengthened in recent years. In terms of 
the “business case” for human rights, these are just a few of 
the commonly accepted benefits:

 
Enhance corporate reputation and brand image

While consumers may not specifically be searching for 
products or services compliant with ethical standards, they 
will be negatively influenced by reports that a company is 
complicit in human rights abuses. When given the choice, 
they will choose the product or service of a competitor seen 
to have a cleaner reputation and track record.

Gain competitive advantage
Companies that take human rights seriously and build a 

body of practical knowledge and experience around the sub-
ject, will be better equipped to enter new markets where 
similar human rights dilemmas are prevalent, than those 
companies confronting human rights issues for the first time. 
Their experience in dealing with human rights issues makes 
them attractive partners for customers, suppliers, distribu-
tors, potential employees and governments. 

Improve employee recruitment, retention and pro-
ductivity

Responsible business practices have become an inte-
gral part of the curriculum at a growing number of business 
schools. Adopting and implementing human rights policies are 
increasingly considered to be symbols of good overall man-
agement and, therefore, a persuasive means of recruiting 
high caliber employees and encouraging staff loyalty.

Improve stakeholder relations
Poor relations with the local community or a failure to 

engage with vulnerable groups can foster resentment and 
suspicion. On the other hand, building trust and confidence 
among local stakeholders sets a solid foundation for the 
long-term security and effectiveness of an operation. A 
clear commitment to responsible human rights policies and 
practices enhances this relationship and limits the risks of 
false and unfounded claims/accusations against the com-
pany.
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Telenor has been operating in Serbia since September 
1, 2007, following the investment of EUR 1.513 b and the 
acquisition of Mobi 63, officially labeled as the biggest di-
rect foreign investment in Southeast Europe (Source: Price-
watherhouseCoopers).

Through its strength, supreme know-how and vast ex-
perience, Telenor offers to customers in Serbia products and 
services in line with the top international standards, and 
provides excellent working conditions for its employees. 
Telenor’s strategy is based on simplicity, keeping promises, 
being respectful and inspiring. 

Telenor provides a wide range of prepaid and postpaid 
offer, designed to allow the customer a flexible, easy-to-
use and fully customized service. In dealing with custom-
ers, Telenor’s objective is to be the preferred communica-
tions provider.

Currently, around 1,200 employees work in Telenor 
d.o.o., of which around 200 are newly employed. In the 
first quarter of 2007, the number of subscriptions rose 
by 172,000 to approximately 2.63 m, with an estimated 
market share of 41%. Telenor’s network covers all major 
cities and highway routes in Serbia, reaching 95% of the 
Republic’s population.

With its 150 years of experience, Telenor is one of ten 
largest global mobile networks, with more than 115 million 
customers in 13 countries across the world. The company 
is listed at the Oslo Stock Exchange and the NASDAQ in 
New York, employs 32,000 people, and its 2006 revenues 
amounted to EUR 11.2 billion. 

Contact information:
Telenor d.o.o.
Address: Omladinskih brigada 90, 11070 Belgrade, Serbia
Phone: 063/9863
Web: www.telenor.co.yu

American Chamber of Commerce in Serbia

welcomes new members...

Part of Ocean Atlantic Companies, group based in Re-
hoboth Beach, Delaware, USA. Our experience with part-
nering, structuring deals, and developing property com-
bined with our local partners provide the perfect platform 
for real estate development and investment in the region.

OAI began operating in the Serbian market in early 
2005 and is focusing on residential and center-city mixed-
use development in Belgrade. 

With 10 people in our local team which is constantly 
expanding as we start new projects we are developing 
long-term partnerships and reputation for honest business 
relationships that we find the key to our success.

Other than investing and developing our own projects 
Ocean Atlantic International can provide you the following 
services: 

• Development
• Construction management
• Asset management
• Marketing and research
• Sales and renting
• Finding of land, projects and object for clients
• Tenant representation
•  Searching for projects and locations for investors as 

per their request
In the heart of Belgrade, OAI in partnership with Im-

moeast, a publicly traded investment company, is develop-
ing our first project, Galerija Apartmani. Galerija is located 
in a popular downtown residential neighborhood very near 
the largest restaurant/bar district and the main city square. 
Galerija is a 9 story, 185,000 SF residential building with 
ground floor retail, 2nd floor office and an underground 
parking garage. www.galerija-apartmani.com 

OAI
Mike Alasa 34, 11 000 Belgrade
Tel/Fax:+ 381 11 20 30 208, +381 11 20 30 209
E-mail: info@oainternational.com
Web page: www.oainternational.com
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Vip mobile d.o.o. is a private mobile operator, the owner 
of the third mobile telephony license in Serbia for GSM and 
UMTS networks, for which EUR 320 million and one euro 
were paid. It is a member of mobilkom austria group, which 
caters for more than 10 million satisfied users across seven 
countries in the region. It is recognized as a leader in innova-
tions for it continually develops new technologies and ser-
vices and is the first one to introduce them into the market. 

Since all the preparations had shown the remarkable 
potential of the Serbian market, mobilkom austria group de-
cided to invest additional EUR 250 million in improving net-
work quality until the end of this year and in the forthcoming 
years. The funds will be invested in up-to-date equipment 
and employee training in order to offer superior mobile 
communications to the users in Serbia, equal to the services 
already provided to other customers in the region. 

For us, users always come first and our aim is to have 
that recognized as our trademark from day one of our 
operations in Serbia, because it is with the users that we 
develop a direct and professional contact using modern 
communications tools. We can always be reached through 
the Customer Centre operating 24 hours a day, 365 days a 
year. This service is free of charge for Vip customers. Kind 
and competent sales staff are ready to reply to all of your 
questions related to the services and products we offer. 

The number to dial is: 060/1234

A powerful independent international law firm with 
branches in Western Europe, South-Eastern Europe, Asia, 
North Africa and North America and financial centres in 
New York, Paris, and London, employing more than 650 
lawyers and legal consultants specialized in each of the 
various sectors of finance and business law.

For more than 80 years, Gide Loyrette Nouel’s main 
practice areas includes advising International Investors, Ar-
bitration, Litigation, Economic Law, European Law, Finance/
Project Finance, Intellectual Property, Mergers & Acquisi-
tions, Corporate Law, Public Law, Environmental Law, Real 
Estate, Transactions & Finance and Tax.

Since its opening in March 2004, GLN Belgrade provides 
services to clients in Serbia, Montenegro and Croatia. Relying 

on the network of trusted legal agents established more than 
ten years ago by the Budapest Office, GLN Belgrade also oper-
ates in Slovenia, Bosnia-Herzegovina, and Macedonia.

Gide Loyrette Nouel is reaffirming its commitment to 
the region by expanding into the Balkan Peninsula and 
pressing forward into South Eastern Europe.

Gide Loyrette Nouel
Andrićev venac 2, 3rd floor, 11000 Belgrade
Tel +381 (0)11 30 24 900; Fax +381 (0)11 30 24 910
gln.belgrade@gide.com; http://www.gide.com/

The first Veropoulos food supermarket was established 
in 1973 with the main objective of fulfilling the everyday 
needs of customers in a pleasant environment. The mod-
ern designs of all Veropoulos markets have been constantly 
updated and friendly, specialized staff members are con-
tinuously retrained in the family environment of the chain.

As an example of the family-orientated nature of Ve-
ropoulos, camping excursions and football tournaments for 
employees’ children are regularly organized by the Vero-
poulos team.

In 1997, Veropoulos began expanding beyond the 
boundaries of Greece and, today, the supermarket chain 
stretches from Crete in the south to Belgrade in the north, 
Joanina in the west to Hios island in the east. Veropoulos 
boasts a total of some 205 supermarkets in 47 towns and 
cities. The chain employs 6,000 people in Greece alone and 
has 29 stores in Crete and 7 in FYR Macedonia.

The chain currently runs two major supermarkets in 
Belgrade. The first SuperVero in Serbia, established in De-
cember 2002 and located in New Belgrade, has a total sur-
face area 6,500 m2 and has 180 employees. 1.5 million 
customers were served in its first year of operating. 

The second Super Vero market was opened on Decem-
ber 17, 2004. The store, located in the Belgrade suburb of 
Konjarnik, covers total area of 6,000 m2: 2,200 meters of 
shop floor, 1,300 m2 of warehousing, and 1,600 m2 for un-
derground parking facilities covering. The store includes some 
15,000 items, 75% which are locally produced, and employs 
120 workers, who attend regular training courses.

The unparalleled success of Super Vero in Belgrade has 
prompted Veropoulos to begin planning the establishment 
of a third supermarket in the Serbian capital. This market 
is to be opened in June 2007, with a total surface area 
of 10,000 m2. The specially-designed building will include 
underground parking facilities and a number of specialized 
departments. The third Super Vero is to employ 180 local 
people. Vero has been placed on the Serbian market as a 
company specialized in fresh and healthy food.
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Recently Wiener Städtische osiguranje a.d.o. Belgrade, 
a member of Vienna Insurance Group, celebrated four years 
of its existence in Serbia.

As the first foreign insurance company in Serbia, af-
ter only four years, Wiener Städtische osiguranje has found 
itself in the fourth place according to total invoiced insur-
ance premium, whereas in the area of life insurance we 
maintain the leading position on the local market. We have 
gained the trust of our clients with absolute safety and ef-
ficiency in fulfilling our business obligations.

Wiener Städtische osiguranje at this moment owns 33 
representative offices across Serbia, which makes it possible 
for the European concept of insurance to reach everyone.

In order to turn public attention to the increasing inter-
national significance of Wiener Städtische Group, in the be-
ginning of 2006 the company launched an umbrella brand 
entitled “Vienna Insurance Group”. This group is the leading 
Austrian insurance company in the Central and Eastern Europe. 
Compared to international competition, Vienna Insurance 
Group occupies an extraordinary second place in this region.

Guided by the aim to meet one of its basic human 
needs – the need for safety, company Wiener Städtische 
osiguranje offers a wide range of products tailored accord-
ing to the needs of our clients.

 

Unilever’s mission is to add vitality to life. Unilever 
products meet everyday needs for nutrition, hygiene, and per-
sonal care with brands that help people feel good, look good 
and get more out of life. Unilever is in a unique position to 
understand the interrelationships between nutrition, hygiene 
and personal care. The company benefits of a strong science 
capability and locally rooted consumer insight. It is by bring-
ing all this together that Unilever contributes to quality of life 
and wellbeing - adding vitality to life. Unilever portfolio con-
sists of important foods and Home and Personal Care brands, 
amongst which many are familiar to the Serbian consumers: 
Dove, Rexona, Axe, Sunsilk, Cif, Domestos, Coccolino, as well 
as Rama, Hellmann’s, Knorr.

Although our products were present in Serbia before 
World War II, Unilever activities started in Serbia in 1997. 
Unilever Beograd is part of Unilever South Central Europe, 

headquartered in Bucharest, Romania, a business of more 
that EUR 170 million, employing regionally 750 people. 

Unilever Beograd has 23 employees and imports all 
Unilever products, supplying local distributors and major 
customers. In 2004, Unilever started cooperation with local 
company Delta, when it initiated local production of Rama 
margarine in Sunce factory in Sombor, continuing with the 
acquisition of Sunce brand in 2006. The acquisition cov-
ers all foods products on the market, under the name of 
“Sunce,” with the exception of vegetable oil. Unilever also 
acquired the Panorama baking margarine. Unilever Beograd 
has a turnover of more than EUR 15 million and a portfolio of 
products comprising fast growing brands, establishing foundations 
of foods, hygiene and personal care products and will continue to 
invest on the Serbian market to become a leader in the foods 
and HPC markets. 

Snežana Vukalović
Unilever Beograd d.o.o.
Omladinskih brigada 88, New Belgrade
Phone: +381 11 20 91 801
Fax: +381 11 21 69 178
Snezana.Vukalovic@unilever.com

Bel Medic is a private General Hospital in three loca-
tions: Bel Medic Outpatient Clinic in Viktora Igoa street, Bel 
Medic General Hospital in Koste Jovanovica street (that has 
the staff, space and the equipment to treat both outpa-
tients and inpatients) and Medical Practice in Hotel Inter-
continental, Belgrade. Bel Medic General Hospital is on the 
corner of Boulevard Oslobodjenja and Koste Jovanovica 
Street (near the Red Star Stadium ) where, beside our usu-
al medical services and equipment, we also have an X- ray 
room, two operating theaters with an intensive care unit, 
patient apartments, room for physical therapy and dental 
room. We also have ambulance vehicles and most of the 
medical services can be performed at home of the patient. 
Our team consists of 50 permanently employed doctors 
and nurses. In addition, we employ over 100 well known 
consultants from all medical specialties. All of our staff 
speaks English, and some of them speak other languages. 
Our clients are employees of big international companies, 
embassies, ex-pats and locals. We offer all kind of medical 
services, including medical check-ups.

Belmedic
Koste Jovanovića 87
Call Center: 309-1000
www.belmedic.com
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Set up in 2006 by Chris Farmer and Nebojša Spaić, of-
fers a unique combination of business and media consult-
ing. Concentrating on business optimization for its clients, 
Farmer & Spaić focuses primarily on identifying the best 
positioning strategy for its clients. This requires the bridg-
ing business objectives with communication strategies. At 
Farmer & Spaić, we provide solutions which cover both ar-
eas, ensuring you of the highest quality advisory services 
available on the Serbian market today.

We have helped our clients in strategic communica-
tions advisory, media relations and management, business 
advisory, internal communications, event mangement, cri-
sis communications, communication audits, and many other 
public relations areas. We also have a very wide and ex-
panding range of communications and corporate training 
programs which include media, presentation skills, business 
networking, crisis management, among others. Recogniz-
ing the need, moreover, for effective communications with 
government and state authorities, Farmer & Spaić has also 
assisted its clients in developing government relations, is-
sue advocacy, and lobbying projects.  At Farmer & Spaić, we 
firmly believe that one size does not fit all in business and 
media consulting. All of our solutions are tailor-made to suit 
your precise specifications, based on thorough research, di-
agnosis, and analyses of your exact situation and needs.

Farmer & Spaić, Business and Media Consulting
Sarajevska 38/V, 11000 Belgrade
Tel: +381 11 3660 153
Web: www.farmer-spaic.co.yu
Email: farmer@farmer-spaic.co.yu; spaic@farmer-spaic.co.yu

Since it has been established in year 1992, BTR Co. de-
fines its position on IT market as a system integrator, fol-
lowing leading IT companies’ trends. BTR Co. accepts and 
promotes concept of network oriented computer environ-
ment, consolidation and virtualization. The idea that has 
been carried out over 15 years was to provide our custom-
ers with complete support starting with project task defi-
nition, through detailed project design and realization, to 
the service and maintenance on user location. That consid-
ers realization of complete information system based on a 
“turn key” solution concept. 

As an Emerson-Knurr, Quantum, HP, IBM, CISCO and 
Xen partner, BTR Co. brought to life various projects, among 
which the complete IT infrastructure system in Philip Morris 
affiliate DIN (Fabrika duvana Nis) and its 12 warehouses 
spread over whole territory of Serbia during last 4 years 
and very successful long-term partnership with six power 
plants incorporated in Electric power industry of Serbia. 

We are passionate about customers. This means get-
ting ever closer to customers, understanding their lifestyle 
and their business, and establishing long-term relationships 
with them.

Nikola Rakić
General Manager
www.btr.co.yu

We are the leading private security company in Serbia, 
with nearly 3000 employees. The Company was founded in 
1992. The first client was Hotel HYATT Regency Belgrade.  To-
day PROGARD operates in more than 130 cities and towns 
across Serbia and has branches in Macedonia, Croatia and 
Montenegro. Our ownership structure includes companies 
such as Consolidated Developments Limited (56%); Coperni-
cus Capital Partnership L.P. (30%) - a private equity fund, with 
EBRD and International Finance Corporation (IFC) as the lead 
investors; and the other 14% represents individual investors. 
The quality of our services has been recognized by SGS ISO 
9001:2000 Certificate, as well as by Ministry of Defence 
VKKNVO certificate JUS ISO 9001:2000. PROGARD adopted 
the Code of Ethics of the American Society for Industrial 
Security (ASIS), commiting its employees to: 
•  Perform their professional duties in accordance with the law 
and the highest moral principles.

•  Observe the precepts of truthfulness, honesty and integrity.
•  Discharge their professional responsibilities with diligence 
and care.   

•  Keep confidential information and exercise due care to pre-
vent its improper disclosure. 

•  Protect professional reputation and performance of col-
leagues.  

PROGARD’s regular practice includes:
 •  Long-term business cooperation with the affiliates of SECU-

RITAS AB, leading international security group 
•  Regular account auditing which has been performed since 
1995 by Pricewaterhouse Coopers and as of 2000 by KPMG

PROGARD is a member of ESTA (European Security 
Transport Association) which represents cash industry lo-
gistics businesses throughout Europe and 90% of the Euro-
pean Cash-in-Transit industry.    

For more details, please call us at 0700001234.



US STEEL SERBIA

On the Top of the 300 Exporters List 
U.S. Steel Serbia grabbed the top spot on the list of the 

300 top exporters in Serbia published by Ekonomist Magazine. 
The value of the company’s export is at over EUR 664 million, 
which is close to 12% of the total exports in Serbia. The runner 
up is HIP Petrohemiija with EUR 207 million. 

USSS General Manager and AmCham President Douglas 
Matthews addressed the audience at the promotion of the Top 
300 publication, noting that new government should focus on 
the infrastructure development, construction of gas pipelines, 
roads, railways, and the overhaul of the Danube traffic infra-
structure. 

In May, the media reported that U.S. Steel Serbia is prepar-
ing to launch a modernization of its Number 2 blast furnace at 
the Smederevo plant, in a project targeted for completion on 
October 18. The overhaul will allow Serbia’s largest exporter 
to produce pig iron of a higher quality over the next 15 years, 
the daily Pregled said, noting that both domestic and foreign 
firms will take part in the project. In mid-2005, USSS recom-
missioned its Number 1 blast furnace after an 18-year hiatus, 
in an investment valued at some USD 33 million, according to 
earlier reports. 

(Source: Danas, EM Online)  
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Members’ News

Lafarge BFC has invested 
EUR 5.6 million in the construc-
tion of a new clinker silo with 
50,000 tons of capacity. This is 
the largest investment in La-
farge BFC this year.  The new 
silo will be made of reinforced 
pre-stressed concrete structure, 
a diameter of 40.90 m, total 
height 63.40 m. The cylindrical 
concrete part of silo will reach 
34.80 m in height, with a steel-
structured roof covered with 
trapezius metal sheets. The erection of a new silo will provide significant improvement 
to environmental conditions, due to storage of clinker indoor. Civil works, started by 
mid April are in progress. The silo walls are presently going up, using the slip-form 
method. Such civil works are quite specific and cannot be stopped until completion, 
considering the process of reinforcement and concrete works. Activities are being per-
formed in two shifts, engaging about 165 workers with planned duration of 19 days.  

Upon completion of slip-form works, construction-concrete works will contin-
ue on the upper silo ring, as a support for the steel roof structure of 205 tons total 
weight. The roof will be pre-assembled on the ground level, and lifting of the 
entire structure is planned by using a crane of 600 tons. That is planned for mid 
of August. This job is extremely complex, imposing a true challenge to building 
craftsmen. During its erection, 4,600 cubic meters will be built into a silo, that is, 
around 1,000 tons of various reinforcement material and 105 tons of steel ropes 
for pre-stressing purpose. Lafarge is the world leader in building materials, with 
top-ranking positions in all of its businesses: Cement, Aggregates & Concrete, 
and Gypsum. With 71,000 employees in over 70 countries, Lafarge posted sales 
of EUR 17 billion in 2006. The Cement plant in Beočin is the oldest cement plant 
in the Balkans, working since 1839. The new chapter of a long history of BFC has 
started in 2002, when the plant became part of Lafarge Group. 

EUROBANK EFG

Design for All
Cooperation with Center for Disable 

persons (CRID) and Eurobank EFG, as a 
general sponsor of Conference “Design 
for all”, resulted in the reconstruction of 
bank’s branch in Vasina Street to meet 
the needs of disabled persons. Eurobank 
is currently the only bank (foreign entity) 
which is involved in “Design for all”, an 
ultimate European Union standard and 
movement for equal rights for everyone. 
Universally built standards in design that 
were adapted in Vasina branch repre-
sents solution for all those who want to 
get closer to the movement of equal op-
portunities for everyone, with very low 
financial investments.

The following things were done:

1.  Entrance to the bank - with disassem-
bling and reestablishing of platform 
and formation of dissension.

2.  ATM machine – with established plat-
form in front of ATM machine (de-
creased by 10 cm)

3.  High desk  – by shortening one part of 
the cashier desk 

4.  Internal communication within the 
bank (with setting up bumpy rubber in 
contrast color for blind person).

5.  Steps inside the branch (by establish-
ing corner dissension) 

LAFARGE BFC 

Largest Investment

This Year
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GRAND MOTORS

New Business Center
On May 31, 2007, company Grand Motors, an authorized dealer of Ford 

Motor Company with brands such as Ford, Volvo and Land Rover, opened a 
new business center in III boulevard 21, New Belgrade. Company officials 
presented the new space of over 5000 square meters where Grand Mo-
tors will welcome new clients with number of brands. The inauguration 
of the new business center attracted significant attention with high-level 
guests such as ministers, celebrities and business leaders. In his speach, 
Ford’s Vice-President of Sales for Europe Ingvar Sviggum said that the new 
business center has set a new standards in serving the demanding clients, 
noting that from his experience in Europe, he can confirm that the Belgrade 
business center can compete with many similar center around Europe.

HYPO GROUP

Successful 2006 for Hypo Group
Business operations of the Hypo Group members in Serbia, 

Hypo Alpe-Adria-Bank a.d. Beograd and Hypo Alpe-Adria-Leasing 
d.o.o. Beograd, were successful in the Serbian market in 2006, 
company’s officials announced at the press conference held on 
May 22, 2007. Hypo Alpe-Adria-Bank a.d. Beograd realized the 
profit of EUR 10.1 million in 2006, reached the total balance 
sheet amount of EUR 1.4 billion and a market share of 9.59%, 
thus becoming the third largest financial institution in Serbia, 
trusted by more than 70,000 clients. At the end of 2006, total 
placements of the bank reached EUR 701.6 million.

Growth of the balance sheet amount by 65% and of place-
ments by 32% are just two of several indicators of the bank’s 
dynamic business operations in 2006. Placements to companies 
reached EUR 516.5 million; out of that, EUR 417 million was dis-
bursed to large companies, EUR 51 million to the public sector, 
and as much as EUR 49 million to SMEs. 

Although its loan portfolio structure, with 73.6% of corporate 
placements and 26% of retail placements, points at the bank’s 
orientation towards corporate clients, it has been emphasized 
at the conference that the bank intends to redirect this ratio to-
wards retail operations. Total retail loan portfolio amounted to 
EUR 180 million at the end of 2006, which is 70% more than in 
the previous business year. 

The bank underlined its leading position in the area of hous-
ing crediting, and its efforts in the direction of increasing its 
presence on the market, as a necessary requirement for more 
successful retail banking operations. Six new branches and 12 
sub-branches were opened in the course of 2006, thus widening 
the bank’s business network to as much as 36 branch offices.

The bank’s plan for 2007 envisages strengthening of the po-
sition in the Serbian market, continued portfolio diversification 
and expansion of the client base, as well as the growth of all 
placements and deposits, intensification of cross selling activities 
and expanded retail activities through further development of 
the business network.

According to data provided by the Association of Leasing 
Companies (ALCS) for 2006, Hypo Alpe-Adria-Leasing d.o.o. Beo-
grad kept its position of the absolute leasing leader in Serbia in 
2006, realizing 32.26% market share. The company’s cumulative 
market share since its foundation in 2002 amounts to 33.7%.

Hypo Alpe-Adria-Leasing d.o.o. Beograd leads in all segments 
of leasing financing in 2006. the largest market share of as much 
as 37.09% was achieved in the segment of commercial vehicles 
financing, which represents a 73.21% growth in comparison to 
2005. The second largest segment is equipment financing with 
31.55%, followed by financing of cars with 27.81%. In the seg-
ment of financing aeroplanes, trains and boats and ships, making 
up for less then 1% of the total financing of all leasing compa-
nies in 2006, Hypo Alpe-Adria-Leasing d.o.o. Beograd participated 
with as much as 73.73%. 



T
he Harvard Club of Serbia (HCS) is a 
non-profit organization chartered in 
2003 that serves the interests of Har-

vard University, its graduates, and students 
in Serbia. We are also active members of 
AmCham and have been since 2004. As our 
members come from all professional back-
grounds, including business, government, 
the arts, environments, media and sports we 
bring diverse views into one organization. 

The club sponsors social, entertain-
ment and educational programs for alum-
ni in and around the nation’s capital. In 
addition, HCS works throughout Serbia to 
enhance the welfare and reputation of 
Harvard, raise scholarship funds, and keep 
its members in touch with each other and 
their Alma Matter.

We have a particular tradition of en-
couraging informed and open debate and 
encouraging the building of democracy 
through oratory and freedom of expression. 

In this spirit we partnered with the 
US embassy in Belgrade and the National 
Library of Serbia, to mark the 125th an-

niversary of jubilee of formal diplomatic 
relations between Serbia and the United 
States.  Our main events were an exhibi-
tion and a town hall style debate. Asso-
ciation Professor Slobodan Markovich was 
great addition to the team in designing 
the exhibition and personally researching 
most of the earlier materials.

Diplomatic relations between Serbia 
and United States were established on 1st 
February 1881, while Eugene Schyler, the 
Chief Consul of the U.S.A in Romania and 
Čedomir Mijatović, the Minister of Foreign 
affairs in the Principality of Serbia, signed 
a trade contract and a consular conven-
tion. These contracts remained in effect for 
more than a century, providing continuity 
in the diplomatic and economic field.

The exhibition “Looking forward”, was 
formally opened at the National Library of 
Serbia on 29th May. The exhibition was 
opened by H. E. Michael C. Polt, the US 
Ambassador to Serbia to a large and very 
mixed audience. It ran through June. It 
comprises dozens of photographs and 

original documents, some rarely seen, il-
lustrating various aspects of cooperation 
and interaction between Serbia and the 
U.S. over the last 125 years.

The exhibition views relations between 
Serbia and United States from many dif-
ferent angles: economic, political, cultural, 
sports, religious, migration…  For most of 
the 125 years relations have been positive, 
taking a rapid nose dive during the nineties. 
There has been a long tradition of coop-
eration in business and in financial support 
during difficult times and it is interesting to 
view business and economic activities dur-
ing and after the two world wars; some rare 
documents are presented from that period. 
Investments by American companies and bi-
lateral agreements have been important for 
many years in Serbia. Large multi-nationals 
such as US Steel, smaller companies and in-
dividual entrepreneurs as well as relief and 
development efforts have had an important 
impact. The role played by émigrés in the 
economic and democratic development of 
the US has also been considerable and we 
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Members’ News

CELEBRATING THE 125 YEARS

OF SERBIAN-USA RELATIONS

Dr. Mary E. Black, President of the Harvard Club of Serbia, Luka Tošić, US Ambassador Michael C Polt, Hallie 
Polt and Sreten Ugričić, Director of the National Library of Serbia open the exhibition  “Looking forward” 
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include senior US  political and other fig-
ures. The nascent jazz scene in Belgrade 
in the seventies was enlivened by Louis 
Armstrong and the other jazz greats visit-
ing Belgrade and the Hotel Metropol.

The town hall style debate at the 
National Library on June 30th introduced 
new methods of debate and interaction 
to an invited audience of young people, 
mainly students. Dispensing with long 
formal presentations, two panel discus-
sions focussing on Serbian-US relations 
were held. Drawing on the diversity 
of HCS members we were able to field 
largely Harvard affiliated speakers on 
the panels.  H.E. Michael C. Polt - US am-
bassador to Serbia and honorary mem-
ber of the HCS, Dr Mary E. Black MPH ‘90 
– president of the HCS, and Vuk Jeremić 
MPA ‘03 – Minister of Foreign Affairs of 
Serbia led the first session, fielding chal-
lenging questions about Kosovo as well 
as more expected ones about business  
development and student opportunities. 

Ana S. Trbovich, Ass. Professor at the 
Faculty for Economics, Finance and Ad-
ministration, Senior Advisor for Invest-
ment Promotion, USAID/MEGA and Chair 

of the Schools and Scholarship commit-
tee of the Harvard Club of Serbia (MPA 
‘01, MALD ‘98, PhD ‘06);  moderated the 
second Session. Ivan Vejvoda, Executive 
Director of the Balkan Trust for Democra-
cy, and Associate Member of the Harvard 
Club of Serbia (KSG Exec. Prog. 01) ,  Pe-
ter Epstein, Senior Advisor for Economic 
Development, USAID/MEGA and Member 

of the Harvard Club of Serbia (BA ’63),  
Bojana Vukašinović, Executive Director, 
AMCHAM and Bishop Irinej (Dobrijević) 
bishop for the Serbian Orthodox Church 
in Australia and New Zealand. debated 
education and economic development. 
Exhibition, it is planned to tour major 
Serbian cities in the fall. Web: www.ex-
hibition.harvard-serbia.org

Vuk Jeremić, Minister of Foreign Affairs, US Ambassador Michael C Polt and Ivana Cerović,
Head of the Serbian Office in Washington, discuss “Serbian - US relations today”



AmCham Mirjana Stefanović
Executive Communications Coordinator

A
s of May 10, 2007, General Manager 
of US Steel Serbia and AmCham First 

Vice-President Douglas R. Matthews has 
officially succeeded Eugenio Sidoli, Man-
aging Director of DIN - “Fabrika Duvana” 
A.D. Niš, in the position of the President 
of AmCham Serbia. The mandate of Mr. 
Sidoli at Philip Morris in Serbia has ended, 
and he has been assigned to a new lead-
ing position in Phillip Morris Spain. The 
article 24.3. of the AmCham Statute fore-
sees that in the case of the President’s 
early departure from the position of for 
any other reason for which s/he is not 
able to permanently perform the Pres-
ident’s duties, “the First Vice-President 
shall replace the President and so receive 
the President’s title and responsibilities”. 
In the same manner, the AmCham Sec-
ond-Vice President and CEO of Microsoft 
Serbia Dejan Cvetković assumed the posi-
tion of the First Vice-President. In the let-
ter addressed to the membership, which 
was distributed through the AmCham 
internal electronic newsletter E-News, 
new AmCham President congratulated Eu-
genio Sidoli on his new assignment and 
to thanked him on behalf of the entire 
AmCham community on “his tireless ef-
forts and dedication aimed at the growth 
of the organization throughout the past 
three years”. 

“I fully understand and appreciate the 
critical need to maintain the regular pro-
cesses within the organization upon Eu-
genio’s departure and am committed to its 
growth and influence with the same kind of 
energy when I ran for the First Vice-Presi-
dent of AmCham earlier this year”, Douglas 
Matthews wrote in the letter. 

New AmCham President stressed that 
the AmCham Serbia is a strong advocate 
for predictability in the regulatory frame-
work and the efficient implementation 
of any adopted legislations as a critical 

precondition for the healthy progress of 
business. He also reminded the members 
that the Board of Governors decided at 
the strategy retreat session to increase 
the focus in the areas of fiscal policy and 
tax administration, environment, IPR and 
property rights, finance, corporate securi-
ty, real estate and infrastructure and con-
sumer protection. “I am looking forward 
to my new, upcoming duties and hope 
that there will be even more initiatives 
and projects scheduled for this year”, new 
President concluded.
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AmCham News

FOLLOWING THE APPOINTMENT OF EUGENIO SIDOLI TO A POSITION IN PMI OPERATIONS IN SPAIN

Doug Matthews New President of AmCham

A
mCham Patron Member Hypo Alpe-Adria-Bank 
took the initiative to host group of 25 students, 

best performers of the youth entrepreneurial edu-
cational program Junior Achievement Serbia. The 
event took place at the premises of the bank in 
which Hypo’s top managers welcomed the stu-
dents along with the President of the Executive 
Board and AmCham Governor Vladimir Čupić. The 
event attracted media attention as students were 
giving press statements together with AmCham 
representatives speaking about importance of 
practice in their everyday learning. 

All members interested in hosting Meet the 
Business initiative are kindly asked to contact Am-
Cham Executive Office on +381 11 324 77 20.

AMCHAM “MEET THE BUSINESS FIRST HAND” EDUCATIONAL INITIATIVE 

Students Visit Hypo Alpe-Adria-Bank
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Strong Progress But More Reforms Needed

O
ver 70 representatives of AmCham member companies at-
tended the AmCham Business Breakfast on March 27, 2007 

at the Hyatt Hotel, featuring Ms. Carolyn Jungr, World Bank Coun-
try Manager for Serbia, and Mr. Harald Hirschhofer, IMF Resident 
Representative in Serbia as guest speakers. World Bank repre-
sentative praised the positive achievements of Serbian transi-
tion during the past six years. She outlined three key challenges 
facing Serbia – the maintenance of macroeconomic stability; job 
creation and poverty reduction; and decentralization and qual-
ity service delivery. Tackling these challenges will require strong 
progress on a broad-based reform agenda, including finishing the 
privatization and resolution of socially-owned enterprises, resolv-
ing state-owned enterprises, and continued improvements in the 
business environment. At a general level, Ms. Jungr emphasized 
the need for the new government to ensure policy continuity 
and follow through on policy commitments; improve policy coor-

dination; improve the quality and enforcement of legislation; and 
ensure that the balance of fiscal and monetary policy, including 
the National Investment Plan, is conducive to strong, sustainable 
growth.

In continuation, IMF Resident Representative pointed out that 
the main macroeconomic challenge Serbia is facing now is how to 
sustain economic growth while, at the same time, maintain low 
inflation. For sustainable growth, Serbia needs to continue with 
structural reforms implementing unconditional privatization, bank-
ruptcy reform, strengthening of competition policy and tackling 
corruption.  Mr. Hirschhofer also noted that Serbia has to tighten 
fiscal policies by cutting spending in public sector wages and recon-
sider National Investment Plan to avoid wasteful expenditures. “The 
monetary policy will continue to ensure low inflation but if the fiscal 
and structural policies are not supportive it will have its costs,” Mr. 
Hirschhofer said. 

THE FIRST AMCHAM BUSINESS BREAKFAST IN 2007 WITH WORLD BANK AND IMF REPRESENTATIVES

AMCHAM SERBIA AND US EMBASSY PAO

American PR Expert 

Presentation 

O
n April 26, AmCham in cooperation with US Embassy 
Public Affairs Office facilitated a guest lecture by 

Professor Dennis Wilcox, from San Jose State University 
in California, School of Journalism & Mass Communica-
tions, a renowned expert in the field of corporate com-
munications and PR. 

Over 30 professionals from AmCham member com-
panies turned-up for a three-hour session covering the 
basics of corporate crisis management and social re-
sponsibility.  The event was held at the American corner 
in Dom omladine.  
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AmCham News

L
idija Komlen Nikolić, appointed District Attorney for 
Hi-Tec Crime for Serbia and Saša Živanović, Head of 

Department for Financial and White-collar Crime at the 
Serbian Ministry of Interior were lecturers at the Seminar 
on May 25. The leadership of AmCham Intellectual Property 
Rights Committee decided to organize an educational event 
for the membership on the topic of cybercrime for several 
reasons. In 2006, Serbian authorities adopted legislation 
that deals with this matter and lays the ground for the 
establishment of the Office for High Technology Crime 
within the District Attorney’s Office. 

Secondly, Serbian Parliament is expected to ratify the 
recently signed Convention on Cybercrime of the Council of 
Europe. On May 25, Lidija Komlen Nikolić, appointed District 
Attorney for Hi-Tech Crime for Serbia and Saša Živanović, 
Head of Department for Financial and White-collar Crime at 
the Serbian Ministry of Interior were guests lecturers at the 
AmCham Business Today Seminar, informing the AmCham members on the latest regulatory developments and implementing mechanisms 
pertaining to cybercrime and related IP protection. In the second part of the seminar, representatives of the AmCham member compa-
nies and partners presented their best practices and case studies in the area of IT corporate security. Presenters were: Ivan Zaklanović, 
System Engineer Manager, Cisco; Miroslav Trikić, IS/Change Manager, DHL International; Aleksandar Filip, IT Consultant, Inet Internet 
Provider; Jovan Milošević, Technology Specialist, Microsoft; Dušan Sikimić, CR Manager, Diners Club International.

AT THE INITIATIVE OF IPR COMMITTEE

Cybercrime Regulation and Practical Solutions 

P
ermanent and constructive dialogue between investors and represen-
tatives of the authorities at all levels, including the municipalities, is 

the key prerequisite for establishing a stimulating business and investment 
climate. This was underlined at the business breakfast organized by the 
American Chamber of Commerce (AmCham), where the guests of honor 
were the Mayors of Inđija Goran Ješić, Vranje, Miroljub Stojičić and Loznica, 
Vidoje Petrović. The AmCham business breakfast was held on Tuesday, April 
24, at the Hotel Hyatt, in collaboration with the Municipal Economic Growth 
Activity (MEGA) Program financed by USAID.

The invitees at the event emphasized the importance of establishing 
good and progressive relations between the investors and local authorities 
in Serbia, stressing that cooperation between local authorities and potential 
investors contributes to the creation of the conditions for opening new jobs 
and for a general economic development at the local level. “The creation of 
a positive investment climate in Serbia requires a permanent and construc-
tive dialogue with the representatives of the authorities at all the levels. At 
the same time, it is necessary to provide for the regular fulfillment of the 
obligations in relation to the current investors, in order to be able to estab-
lish a transparent, dynamic and productive business environment through-
out the country,” emphasized Douglas Matthews, President of the American 
Chamber of Commerce. The mayors of the above municipalities presented 
certain positive practical examples in creating a favorable environment for 
attracting direct foreign investments, primarily in the field of developing the 
infrastructure and the municipal services.

MAYORS OF INĐIJA, VRANJE AND LOZNICA AT THE APRIL 23 
AMCHAM BUSINESS BREAKFAST

Local Partnerships 

Miroljub Stojičić

Vidoje Petrović

Goran Ješić
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ROUNDTABLE ON VALUATION STANDARDS 

Improving Quality of 

Appraisals in Serbia

AMCHAM APRIL GATHERING ON CORPORATE PR 

OVER 80 PROFFESIONALS

AT THE PR SEMINAR

C
orporate communications and PR was a featured topic of the third in 
the series of 2007 Business Today Seminars organized by AmCham 

Serbia. In partnership with communications experts from member com-
panies, the event covered different aspects of everyday job of a corporate 
communications or PR manager. More specifically, the topics included lat-
est trends in corporate communications (presented by Sandro Baričević, 
Public Affairs and Communications Director of Coca Cola for Adriatic and 
the Balkans), strategic approach to internal communications (Chris Farmer, 
Director Partner, Farmer & Spaić), reflections on government relations 
(Sanja Milaković Kolundžija, Principal of the Executive Group), and media 

strategies (Bora Miljanović, Director, McCann Erickson PR). The presenters 
highlighted the importance of online communications tools in the reputa-
tion and overall communications management, diagnostic and manage-
ment strategies for successful resolution of impediments in internal com-
munications, as well as ways to build and furtherexternal relationships.

A special part of the event was devoted to a panel discussion on 
media relations. It was moderated by Nebojša Spaić, Director Partner, 
Farmer&Spaić, with guests from media outlets – Zoran Sekulić, direc-
tor and editor-in-chief of FoNet news agency and Biljana Stepanović, 
editor-in-chief of Bankar magazine and assistant to general manager 
of Ekonomist Media Group.  Ms. Stepanović stressed the importance of 
proper relationship management with the media representatives. Mr. 
Sekulic observed that businesses in general rely heavily on press re-
leases as a form of communications. Noting that press releases do not 
always present the information of public importance, Mr. Sekulić called 
for more diversified and two-way oriented forms of communication. 

T
he National Association of Valuators of Serbia and 
AmCham Serbia jointly organized the seminar titled 

“Valuation and Appraisal in Serbia – Current Status and 
Future Developments”. Over 40 valuers, brokers, bank-
ing experts and lawyers gathered for this informational 
and educational event on June 13, 2007 at MPC Ušće 
Business Center. The seminar covered the topics such 
as national and international valuation standards, valu-
ation methodology, government licensing/certification 
programs, and the role of professional associations in 
development of valuation profession in Serbia.

President of the National Association of Valuators 
of Serbia Danijela Ilić informed the attendees on the 
latest development with regards to introducing stan-
dards and methodology among professionals in Serbia. 
She particularly stressed the importance of that pro-
cess for faster development in the area of real estate 
and banking. 

Bill Endsley, Director for International Relations of 
the Appraisal Institute based in Chicago Illinois, intro-
duced participants to the work of the Institute world-
wide and the plans that were developed in partnership 
with the National Association of Valuators of Serbia 
aimed at further advancement of this sector. He ob-
served that appraisals in Serbia is in the initial stage 
of its development due to which the foreign investors 
and banks still have reservations with regards to their 
results and performance. President of the Assembly of 
National Association of Valuators of Serbia Prof. Milo-
van Stanišić informed participants on the upcoming 
trainings and certification programs for value apprais-
als that will be organized at the Faculty of Economic 
Finance and Administration (FEFA), University of Sing-
idunum in Belgrade.
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AmCham News BUSINESS AFTER-HOURS COCKTAILS

SOCIÉTÉ GÉNÉRALE

April Business After-Hours Cocktail was hosted 
by Société Générale at their premises in Bule-
var Avnoja 50a/b. Guests were welcomed by 
Philippe Guidez, President of the Executive Board 
and CEO of the Société Générale and AmCham 
President Eugenio Sidoli.

COMTRADE GROUP
On May 9, AmCham Business After-Hours Cocktail was hosted by a member company which belongs to top league Serbian companies in 
the IT sector, ComTrade Group. It was well attended networking event at the newly open IT club within the premises of the company. On 
behalf of the AmCham, guests were welcomed by AmCham First Vice-President Dejan Cvetković of Microsoft. President and the owner of 
ComTrade Veselin Jevrosimović announced that the company is opening its representative office in Boston, USA.  
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RICHARD S. DANIČIĆ EARNS MASTERS DEGREE FROM
HARVARD UNIVERSITY’S JOHN F. KENNEDY SCHOOL OF GOVERNMENT

CAMBRIDGE, MASS – Richard S. Daničić graduated June 7 from Harvard University’s John F. Ken-
nedy School of Government with a Master in Public Administration degree.

Former Executive Director of the American Chamber of Commerce (2002-06), concentrated in 
leadership and political advocacy. Daničić has been awarded the diploma from the Mason Program 
in recognition of his extraordinary contribution to the Edward S. Mason Program. “We are proud of 
the graduating Class of 2007.  It is a talented and dedicated group of professionals who are deeply 
committed to public service,” said Kennedy School Dean David T. Ellwood. “We will closely follow 
their progress in the years ahead, and will take great pride in their accomplishments.”

HYATT

On the June 14th members gathered in a shiny ambiance of AmCham 
BAH Cocktail hosted by renowned mobile network Telenor. Guests were 
welcomed by company’s CEO Stein Erik Vallen and AmCham First Vice-
President Dejan Cvetković. 

TELENOR

Food festive AmCham Business After Hours 
cocktail in May was hosted by Hyatt Regency 
and General Manager Jean-Pierre Marcadier 
who introduced guests to the history and the 
latest developments within this famous world-
wide hotel chain. Guests were also welcomed 
by AmCham President Doug Matthews. 



A
n opportunity you do not want to miss – If you have the 
opportunity to host top media industry leaders, hundreds 
of editors who decide what will be the front-page and 

headline news in international media, people that create key 
messages that fly around the globe in a matter of minutes – then 
you have to make sure your guests leave smiling. They have 
media as a powerful weapon, but will also use it as a channel to 
show appreciation for the hospitality and positive experiences. 
Belgrade and Serbia need precisely such gratitude.

IPI is the global network of media professionals that annu-
ally brings together hundreds of its members at the IPI Congress. 
On average around 400 journalists, eminent speakers and guest 
spend 3 days in fierce debates on burning media issues. As the 
working part of the Congress finishes, guests visit the city and 
the host country through visitors and post congress tours.

Media Center – the logical choice - The Belgrade Con-
gress is organized by Media Center, an organization that has 
worked toward freedom of press in Serbia for the last 15 years. 
Today, it is the principal media meeting place in Serbia, where 
nearly all national news of importance is announced to the press 
and the general public. Media Center continues to further the 
same principles and values that are the cornerstone of the IPI. 
The host guarantees challenging media discussions, excellent lec-
turers by the prominent names of the global media. Some of the 
Congress topics: how to report on America, how profit inhibits 
the freedom of editorial policies, and the role of the media in the 
reconciliation processes – with the examples of Northern Ireland, 
South Africa, and of the Balkans. One of the names mentioned 
as making an appearance in Belgrade is Orhan Pamuk, who is 
more than welcome in Serbia, unlike in Turkey, which hosted this 
year’s Congress.

What to offer after Istanbul - The last IPI Congress was 
held in May 2007, in the attractive port on the Bosphorus. While 
citizens protested the shaken secularity principle in the streets, 
interesting speakers addressed the Congress. These include for-

mer Turkish President Suleyman Demirel and Prime Minister Re-
cep Erdogan, who defended the political moves that led millions 
of irate citizens to take to the streets. The host of the Congress 
was the daily newspaper Hürriyet. The main sponsor was the 
famously wealthy Dogan family (which owns businesses rang-
ing from oil pipelines to hotels and banks, including the respect-
able daily Hürriyet), and it welcomed the participants of the IPI 
Conference. Oriental luxury has raised the standards and placed 
high demands before Serbia as next host. 

Belgrade and Serbia in 3 days – Even though Serbia does 
not have an equivalent of the Dogan family, it is still as attrac-
tive to IPI guests as Turkey, and not only from a political aspect. 
Belgrade meets all the conditions for becoming a leading re-
gional congressional center, which it proved in organizing of the 
annual EBRD meeting in 2005. Belgrade’s hospitality has already 
been shown at the promotional stand in Istanbul. Belgrade’s 
presentation included a film on the city’s spirit and openness, 
scent of basil and thyme, taste of Serbian delicacies (homemade 
preserves, prunes, šljivovica, homemade wine and natural fruit 
juices), as well as sound, since every participant received a flute 
as an authentic Serbian souvenir. The guests have already been 
invited and promised to come. It is up to us to prepare. We 
will offer them relaxing post-congress tours of Serbia, following 
the lively debates. The offer will include medieval monasteries 
(Studenica, Ljubostinja, Žiča), spa centers, riding the steam train 
on the Šargan Mountain Railway, to the ethnic village in Mokra 
Gora, evenings in Skadarlija, Kalemegdan, the White Court, boat 
tours on the Danube, hunting in Vojvodina, and many other en-
joyable visits.

Serb Yourself a Drink – Media Center is launching the Be in 
Belgrade campaign, with the patronage of the City of Belgrade, 
Ministry of Culture and the President of Serbia. The significance 
of the conference has already been recognized by local compa-
nies Telekom and Delta. The campaign started in May and there 
is no plan to change the slogan, although after trying šljivovica 
a colleague from Russia proposed a new, attractive motto – Serb 
Yourself a Drink.
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> Hundreds of media professionals in Belgrade – hundreds of opportunities for the
promotion and transformation of Serbia’s image. Top journalists, editors and media managers 
met at the International Press Institute World Congress, June 14-17, 2008, in Belgrade <

MEDIA SPOTLIGHT

ON BELGRADE
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AmCham Membership

ABS ................................................................................... www.nove-tehnologije.co.yu
Actavis .............................................................................................www.zdravlje.co.yu
ADIZES d.o.o. ......................................................................................www.adizes.co.yu
Airport City d.o.o. .........................................................www.airportcitybelgrade.com 
Algotech d.o.o. ..............................................................................www.algotech.co.yu
Afirma FCB d.o.o. ............................................................................. www.afirma.co.yu
Alliance One Tobacco d.o.o. Beograd ..............................................www.aointl.com 
Altis Capital ....................................................................................www.altiscapital.net
Aon ..........................................................................................................www.aon.co.yu
A.S.F. International
Avon Cosmetics SCG d.o.o. .................................................................www.avon.com
Banca Intesa ad Beograd ..........................................www.bancaintesabeograd.com 
Ball Packaging Europe ..............................................................www.ball-europe.com
BasicMed Enterprise, Ltd. 
BBDO Ovation Advertising ............................................................www.ovation.co.yu
BDD Senzal .........................................................................................www.senzal.co.yu 
BDO BC Excel ....................................................................................www.bcexcel.co.yu 
Bedminster Capital Management LLC 
Bel Medic General Hospital ........................................................ www.belmedic.com
B92 ............................................................................................................. www.b92.net
BMP Hyatt Regency Beograd ..............................www.belgrade.regency.hyatt.com
Berlitz Belgrade ..................................................................................www.berlitz.com
Booz Allen Hamilton ..............................................................................www.bah.com
Bomanite – Ceris Engineering ....................................................www.bomanite.com
British American Tobacco South-Eeast Europe d.o.o. ......................www.bat.com
BTR Co d.o.o .............................................................................................www.btr.co.yu 
Hogg Robinson Group Serbia and Montenegro ............. www.hrgworldwide.com  
Carlsberg Serbia Ltd.
CES Mecon .....................................................................................www.cesmecon.com
CEEmark S&M  .................................................................................www.lexmark.co.yu
CHF International / Serbia  .......................................................... www.chfserbia.org
Cisco SR d.o.o. Beograd .......................................................................www.cisco.com
Citibank ..............................................................................................www.citibank.com
CMS Reich-Rohrwig Hasche Sigle d.o.o. ................................... www.cms-rrhs.com
Coca Cola ..............................................................................................www.eur.ko.com
Coca Cola HBC Serbia a.d. .....................................................www.coca-colahbc.com
Colliers International ....................................................................... www.colliers.com
ComTrade Group .................................................................www.comtradegroup.com 
Com Group Konsing .........................................................................www.konsing.com
ConsulTeam d.o.o.  ...................................................................... www.consulteam.bg
DaimlerChrysler Serbia  ...................................................www.daimlerchrysler.co.yu
Deloitte  .........................................................................................www.deloittece.com
Delta M  ............................................................................................. www.deltayu.com
DHL International Belgrade ................................................................ www.dhl.co.yu
Diastasi Construction  ................................................................... www.diastasicon.gr
Diners Club International Belgrade Ltd.  .....................................www.diners.co.yu
Direct Group .....................................................................................www.dirtrade.com
DLA Piper Weiss-Tessbach ............................................................ www.dlapiper.com
Draži', Lazarevi' & Partners Law Office
Duga Sistem  ............................................................................ www.dugasystem.com
DuPont SRB d.o.o
Economics Institute  ........................................................................www.ecinst.org.yu
Ernst & Young  .................................................................................www.ey.com/eyse 
Ecolab Hygiene d.o.o.   .....................................................................www.ecolab.com
Eurobank EFG {tedionica .....................................................www.eurobankefg.co.yu.
Europen Sistem d.o.o.  ................................................................ www.europen.co.yu
Europlanet d.o.o..  ....................................................................www.europlanet.co.yu
Executive Group  ..............................................................................www.bizinfo.co.yu
Farmer&Spaić d.o.o ...............................................................www.farmer-spaic.co.yu
Fideco d.o.o.  .....................................................................................www.fideco.co.yu
First Data d.o.o. .............................................................................. www.firstdata.com
FORD - Grand Motors d.o.o .................................................................www.ford.co.yu
Forever Living Products ..................................................................www.flpseeu.com 
FOX Televizija d.o.o.  ..........................................................................www.foxtv.co.yu 
Fujitsu Siemens  ..................................................................www.fujitsu-siemens.com
GA d.o.o.  ............................................................................................www.gadoo.co.yu
GPX International Tire Corp  ...................................................www.rumaguma.co.yu
Gemax ...............................................................................................www.gemax.co.yu
Gide Loyrette Nouel ..............................................................................www.gide.com
GlaxoSmithKline Export Ltd.  ............................................................... www.gsk.com
Global Benefits Group, Inc.  ................................................................. www.gbgi.org
Global Express  .....................................................................www.globalexpress.co.yu
Globex Corporation  ......................................................www.globexcorp.com/serbia
Guardian Glass S.A.  ...................................................................... www.guardian.com
Harrison Solicitors ..........................................................www.harrison-solicitors.com
Harvard Club ......................................................................www.harvard-serbia.org.yu
Hemofarm Koncern A.D.  ........................................................ www.hemofarm.co.yu
Hewlett Packard  ....................................................................................www.hp.co.yu
Honeywell d.o.o.  .......................................................................www.honeywell.com 
Hypo Alpe - Adria Bank a.d. ............................................................www.hypo.co.yu
HYPO-Leasing d.o.o.  ............................................................ www.hypo-leasing.co.yu
IBM  ...................................................................................................... www.at.ibm.com
IFC/PEPSE  ......................................................................................  www.ifc.org/pepse 
ILS d.o.o. Beograd  .......................................................................... www.clydeco.com
Intermol .........................................................................................www.intermol.co.yu
ITM Group  ...............................................................................................www.itm.co.yu
Jankovi', Popovi', Miti' Law Office  .................................................www.jpm.co.yu
Johnson & Johnson
JTI Trading S.A.  .....................................................................................www.jt-int.com
Karanovi' & Nikoli' Law Office  ...................................www.karanovic-nikolic.co.yu

Komercijalna banka  .................................................................... www.kombank.com
KPMG d.o.o.  .......................................................................................www.kpmg.co.yu
Kraft Foods d.o.o.  ................................................................................ www.kraft.com 
Lalin Law Office  ..............................................................................www.lalinlaw.com
Lafarge BFC A.D.
Link Consulting .............................................................................www.link-group.com
LPT Publicis ....................................................................................... www.publicis.com
LUNA & TBWA ....................................................................................... www.tbwa.com
M&V Investments .................................................................................www.mvi.co.yu
Ma[inoprojekt .....................................................................www.masinoprojekt.co.yu
McCann-Erickson Group ................................................................www.mccann.co.yu
McDonald’s Restorani d.o.o. ..................................................www.mcdonalds.co.yu
Media Center ........................................................................www.mediacenter.org.yu 
Merck Sharp & Dohme Idea, Inc ......................................................www.merck.com
Meridian Bank Credit Agricole Group ................................www.bankmeridian.com 
Messer Tehnogas AD......................................................................www.messer.co.yu 
Metro Cash & Carry d.o.o.
Microsoft ................................................................................. www.microsoft.com/scg
Mikijelj Janković & Bogdanović Attorneys-At-Law ................www.mikijank.co.yu
Millennium Film & Video d.o.o. ......................................www.millennium-film.com
Multiserv d.o.o. Smederevo ....................................................... www.multiserv.com 
Naumovi' & Ivo[evi' Law Office .........................................................www.nsi.co.yu
New Moment ..........................................................................www.newmoment.com
Neumann Management Solution .................................... www.neumann-inter.com
Ninkovi' & Parivodi' Law Office................................................ www.ninkovic.co.yu
Ocean Atlantic International ............................................ www.oainternational.com
OM Advertising Agency .....................................................................www.ogilvy.com
Oracle ....................................................................................................www.oracle.com
OSA - Ra;unarski In\injering................................................................www.osa.co.yu 
Paneleven Ltd. .......................................................................... www.paneleven.co.yu
Pfizer ......................................................................................................www.pfizer.com
Philip Morris......................................................... www.philipmorrisinternational.com
Piraeus Bank ............................................................................www.piraeusbank.co.yu 
PMC International ......................................................................................www.pmc.at
Polymers Group ...........................................................................www.polymers.co.yu
PriceWaterhouseCoopers d.o.o. ...................................................www.pwc.com/yu
ProCredit Bank .....................................................................www.procreditbank.co.yu
Procter & Gamble ........................................................................www.pgbalkans.com
Progard Securitas d.o.o ................................................................ www.progard.co.yu
Prooptiki Entertainment ..................................................................www.prooptiki.gr
PSC d.o.o. (Pakom Solution Centre) ..................................................www.psc.co.yu
Raiffeisen banka a.d. ......................................................... www.raiffeisenbank.co.yu
Raytheon Company .......................................................................www.raytheon.com
S & T Serbia ............................................................................................. www.snt.co.yu
SAGA .......................................................................................................www.saga.co.yu
Schering - Plough
SCP International Ltd. ........................................................................www.scpint.com 
Salford ................................................................................................www.salford.co.yu 
Serbian Business Systems ...................................................................www.sbs.co.yu 
Siemens d.o.o.  ............................................................................. www.siemens.co.yu
Societe Generale Yugoslav Bank a.d.  .....................................www.socgenyu.com
Synergy Leo Burnett d.o.o. ......................................................www.leoburnett.co.yu 
Teknox d.o.o. .......................................................................................... teknox.cat.com
Telefonija A.D. ............................................................................. www.telefonija.co.yu
TeleGroup d.o.o. .....................................................................www.telegroup-ltd.com 
Telenor .............................................................................................. www.telenor.co.yu
Teri Engineering .............................................................................. www.terieng.co.yu 
The Belgrade Philharmonic Orchestra ..............................................www.bgf.co.yu 
Tigar......................................................................................................... www.tigar.com 
TMF Services d.o.o. ......................................................................www.tmf-group.com 
VIP mobile d.o.o
Tuck Vision ............................................................................................ www.tuck.co.yu 
U.S. Steel Serbia d.o.o. ....................................................................... www.usss.co.yu 
Unicreditbank .................................................................................. unicreditbank.co.yu
Unigroup d.o.o. ...........................................................................www.uni-group.co.yu 
Unilever Beograd d.o.o ................................................................. www.unilever.com
Uniqua ..................................................................................................www.uniqa.co.yu 
V.I.P. News Services
Vojvo]anska banka a.d. Novi Sad ................................................www.voban.co.yu 
Veropoulos d.o.o. Beograd
Western Union - EKI Transfers ............................................................www.wu.co.yu 
Wiener Städtische osiguranje a.d.o ............................................ www.wiener.co.yu
Wolf Theiss & Partners ...............................................................www.wolftheiss.com 
Wrigley............................................................................................... www.wrigley.com 
Wurth d.o.o. ....................................................................................... www.wurth.co.yu 
XPRO d.o.o ............................................................................................www.xpro.co.yu 
|ivkovi' & Samard\i' Law Office .......................................... www.zslawoffice.co.yu

AmCham Serbia Board of Governors
President: Mr. Douglas Matthews, U.S. Steel Serbia 
First Vice-President:  Mr. Dejan Cvetkovi', Microsoft
Secretary-Treasurer: Mr. Marko Mi'anovi', Altis Capital
Untitled Governors – Two Year Term:
 Mr. Anthony Barnett, Ball Packaging Europe 
 Mr. Predrag Mihajlovi', Komercijalna Banka 
 Mr. Oliver Roegl, Raiffeisen banka 
Untitled Governors – One Year Term:
 Mr. Vladimir Čupi', Hypo Alpe-Adria-Bank 
 Mr. Dragan Lazarevi', Deloitte
Executive Director: Ms. Bojana Vukašinovi'






