EURO SCARE
DRIVES UP REAL
ESTATE PRICES
Silvia Veselinova, owner and manager of Idea Buildings,
talks to Bulgaria ON AIR
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s Veselinova, as a rule real es tate is supposed to be a highly
cyclical market. Are there any ex ceptions to the rule? What is the
present stage of the cycle for the market in
Bulgaria?
I don’t think that there have been any exceptions
anywhere so far. But I do think that the market
in Bulgaria is still moving up, and moreover at an
accelerating pace. It is probably driven by certain fears of what would happen if Bulgaria joins
the eurozone, and how the political situation
could change. This makes the market nervous,
resulting in rather robust demand at the moment.
Uncertainty usually makes people put off
decisions on large purchases. In this case,
however, you say it actually makes them rush
such decisions?
I think so. There is a widespread opinion that once
we enter the eurozone, housing prices will surge.
Even in the best-case scenario, Bulgaria will
adopt the euro after at least three years. Do
you think that this will really impact the mar ket?
I am certain that prices will grow in purely pro
-
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duction terms. Even now the cost of labour in the
construction sector is very high due to the strong
competition. Building materials have also ap
preciated considerably. Not to mention the high
prices of vacant building lots. All these factors
affect the cost price of housing.
Are not most housing transactions still done
in euros? What is your take on this?
That’s true, they are in euros. But work, materials and so on are paid in leva.

"The cost of labour
in the onstruction
sector is very
high due to the
strong competition.
Building materials
have also
appreciated
considerably"

The problem with the shortage of skilled la bour seems to have been growing for years
before everybody suddenly noticed it. How
serious is it in construction?
It is terribly serious because skilled workers are
rather scarce – both in construction and in gen
eral. Quality deteriorates because we tend to
make compromises and hire no matter who, just
to do the job. And we cannot use standard levers
to make them do it well.
Is this due to the drain of skilled labour to
Western Europe in recent years, after restric tions on working there were lifted?
I don’t think the main reason is drain to the West,
where there are other factors that prevent Bulgar
ian workers from achieving their personal goals.
Rather, the problem is here, at the local level.
Most financial experts expect that the time
of unprecedentedly low interest rates is com ing to an end – in fact, their rebound has
already started across the Atlantic. How have
these low interest rates affected the Bulgar ian market, and how will their rise change the
situation?
Actually, this is yet another factor that stresses
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the market and makes people rush to buy. The
time of low interest rates is indeed expected to
end. My observations are based mainly on our
clients who use bank loans, but not exclusively.
Nevertheless, banks are noticeably less restrictive in their lending policies than in previous
years. But they are definitely weighing the risks
carefully, and there is no credit boom like the
one we witnessed in 2007-2008.
Do you have an idea of the share of bank
loans in your transactions?
To be fair, we ourselves try to regulate them.
We did not suspend operations during the lat
est crisis, but it taught us to be careful about
the percentage of loan-financing we allow in a
building. So we are now trying to limit it. I could
not say about the market as a whole.
Another effect of the low deposit rates is that
many savers have opted for real estate as
an alternative investment. Could this type of
clients change their mind if interest rates re bound?
Regardless of how much the deposit rates recover, the return on a dwelling sale will remain
incomparably higher. True, the housing market
is risky and has its ups and downs. Deposits
are safer. But the Bulgarian mentality favours a
higher profit over security.
An ad on your website says that you are look ing for vacant building lots. Other companies
in the sector also complain that Sofia is run ning out of attractive lots...
Absolutely true.
Why then do you think that Sofia continues
to develop within its existing city limits, with
all the adverse effects of overdevelopment,
instead of sprawling?
Because there are too many unsettled urban
planning problems, which keep the city from ex
panding. Incidentally, the ownership of most of
the vacant lots that are still available within city
limits is in litigation. Nobody is in a position to ac
quire such a property today and start construc
tion in six months. The preparation and work on
such a property takes years. It is very difficult to
project and plan your earnings and costs with
such a time horizon. In most cases, you don’t
even have any guarantees that something will
happen. A property has to go through numerous
procedures before you obtain an investigation
and design permit. Properties with an issued de
sign permit can hardly be found on the market.
And even they have another problem, with dis
puted ownership, public resistance to construc
tion, or something else.
How can these infrastructure problems be
solved, so that Sofia could start expanding to
new areas? Can the construction industry do
something about it?
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Several umbrella organisations of this industry
have been set up, but I don’t think they are func
tioning as originally intended. It’s an every-manfor-himself situation. The way it’s been for ages.
Is the profile of market demand changing?
For a time one-bedroom flats, for example,
were most sought after as the most afford able and easiest to rent out?
I think that right now two-bedroom apartments
enjoy the greatest demand. This remains un
changed regardless of whether the market is
falling or rising. The explanation is simple: on the
one hand, a two-bedroom flat is multifunctional,
and, on the other, most people can afford it.
However, demand is changing in terms of quality.
Clients are better informed, which is good, and
have become more exacting. They also check
the legal status of properties more carefully.
Which are the attractive neighbourhoods of
Sofia at the moment, and which have the po tential to develop?
The southern neighbourhoods have always been
attractive, and I don’t see this changing. Lately
the focus has been on Manastirski Livadi – East
where many new projects are being developed.
Overall, client tastes have not changed.
In recent years, Sofia has become a major
magnet for tourists. Does this impact the
market, for example trough investments in
services like airbnb? What about rents?
Our business, at least, is not directly affected.
As for rents, they grow in parallel with housing
prices. There is also marked interest in renting
out properties, but unfortunately I have no im
mediate impressions.
For many years, Sofia was said to be an un derpriced market compared to the other big
cities in our region. Is this still the case?
I don’t think so. There are neighbourhoods in
Sofia where the price per square metre is now
approximating prices in Western European capi
tals.
You have been in this business for over 15
years. Has construction changed during that
time? What is the impact of the new tech nologies?
There are not all that many significant changes.
The materials we use are increasingly more
modern and effective. But the main change is
that, as I’ve already told you, clients are the ones
who dictate the rules. They already have sufficient information and are looking for specific
things – with regard to window joinery, types of
bricks, quality of finishing works...
Are Smart Home technologies in demand?
Are they still confined to the upmarket seg ments, or have they spread to mass-produced
housing?
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"Bulgarians are conservative home buyers
and, as always, want value for money,
without setting too great a store by new
technologies"
I think they can still be found in the upmarket
segment. In the case of ordinary clients, it depends on the purpose for which they seek hous
ing: to live there themselves or as an investment.
As a whole, Bulgarians are conservative home
buyers and, as always, want value for money,
without setting too great a store by new tech
nologies.
Many leading developers lash out against the
real estate brokerage business in Bulgaria, ar guing that it is underregulated, with too many
accidental and small players. Is this situation
retained and do you see a way out of it?

My impression is that they are seeking ways to
develop. The truth is that when the market sinks,
they ensure that transactions will go through,
sharing the risk as an extra buffer. This is a purely
psychological effect, of course, because brokers
do not incur any liability for the deal. I am speak
ing of the situation when the market is down.
When the market is up, brokers elaborate all sorts
of practices in order to develop. Some agencies
achieve quite good results. But in our case Idea
Buildings hardly ever resorts to the services of
brokers, so I can only speak as an outsider. But I
think that, on the whole, their standard of service,
too, has improved in recent years.

