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ZAGREB STOCK EXCHANGE IN 2017



STATEMENT OF THE MANAGEMENT BOARD

The year 2017 on the Zagreb Stock Exchange began on an optimistic note, with the CROBEX index climbing to the levels unseen for five years at one point. While unfavourable circumstances slowed down the upward trend further on in the year, it was still marked by several significant events and major projects.

September 2016 had seen the establishment of Funderbeam South-East Europe (abbreviated as: Funderbeam SEE), a company with its registered office in Zagreb, in which the Zagreb Stock Exchange has a 20 % share and which is supported by the European Bank for Reconstruction and Development through its Shareholders Special Fund. Funderbeam is a global platform enabling start-ups to raise funding and investors to trade in their shares after the initial investment phase thanks to an innovative system, based on blockchain technology. In just 10 months of 2017, more than EUR 2 million in capital was raised for Croatian start-ups in four campaigns via the Funderbeam SEE, and Funderbeam platform has also been used for successful trading. 

In mid-February, the Zagreb Stock Exchange signed a Memorandum of Understanding with the Taipei Exchange – TPEx. The importance of cooperation in the process of SME market development was especially emphasised in mutual communication. The Taipei Exchange, founded in 1994, has focused particularly on developing companies, high-techs, SMEs and start-ups, enabling more than 2,000 SMEs to raise capital for their development via TPEx to date. Signing of a Memorandum of Cooperation was part of the programme of a visit to Taiwan by a joint delegation of the Zagreb Stock Exchange, Ljubljana Stock Exchange and the European Bank for Reconstruction and Development aimed at gathering experience and exchanging ideas related to the development of regional capital markets within the scope of the SME Growth Market project. It is a joint project of the Zagreb Stock Exchange and the European Bank for Reconstruction and Development, which has financed a study on the establishment of an SME market in the region with the help of its donors (TaiwanBusiness – EBRD Technical Cooperation Fund – TWTC) to facilitate SME access to capital.
In connection with that project, the Zagreb Stock Exchange held an SME Growth Market Conference late in June to present results of said study and also announce Progress – a new trading facility to help SMEs to finance their growth with equity capital, instead of debt financing. The project was supported by Martina Dalić, Croatia’s Deputy Prime Minister and Minister for Economy, Entrepreneurship and Crafts, as well as by Vedrana Jelušić, director of the European Bank for Reconstruction and Development for Croatia, Slovenia, Slovakia, and Hungary.
The second half of the year saw the launch of intensive preparations related to the Progress platform: a new website was created and the legal framework established by adopting the Progress Market Rules, other acts and documents, with a tender for the grant of Progress Market adviser status also published. In just a month from its launch, a large number of applications for the grant of Progress Market adviser status was received, testifying to the interest in new capital market product development in Croatia as well as in the parallel forming of a new branch in the area of business and financial advisory services. A total of nine companies were found to meet the criteria required for the role of advisers to prospective issuers, and the platform is expected to be put into operation in Q1 2018.
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Funderbeam and Progress projects are part of the development-oriented strategy of the Zagreb Stock Exchange aimed at creating such conditions in the market of Croatia and Slovenia as to allow companies in all growth stages to secure capital necessary for further growth, thus helping to foster an environment favourable for entrepreneurs, economic growth and employment.

The second SEE Link international conference was held in Belgrade in April. It was co-organised by the Zagreb Stock Exchange and the stock exchanges from Macedonia and Bulgaria, as joint co-founders with the Zagreb Stock Exchange of the SEE Link d.o.o. company based in Skopje. The conference gathered more than 70 participants from Bosnia and Herzegovina, Bulgaria, Montenegro, Croatia, Macedonia, Slovenia, and Serbia. The SEE Link system for order routing among stock exchanges currently supports trading on seven regional exchanges; it boasts total market capitalisation in excess of USD 38.5 billion and more than 500 securities available for trading. 

According to a quality report published by the Global Legal Entity Identifier Foundation (GLEIF), the Zagreb Stock Exchange was assessed in six monthly reports as one of the five best LEI issuers in the world. The Zagreb Stock Exchange has been authorised to assign and administer LEIs since April 2015. Late in 2017, it was accredited by GLEIF following a lengthy and comprehensive procedure as the Local Operating Unit (LOU), becoming the 17th organisation in the world to be granted this status.

The ZSE Academy celebrated the 7th anniversary of its work in 2017. Founded in 2010 with the European Bank for Reconstruction and Development support, the ZSE Academy currently ranks as the biggest provider of education services on financial markets in Croatia. It has developed and delivered some 60 education and training programmes to date, including several of longer duration and more comprehensive in their scope, such as the investor relations programme – which has produced six generations of investor relations experts so far – as well as the compliance programme, completed by the first generation of participants in December 2017. The ZSE Academy programmes have been attended by more than 6,600 participants, of whom almost 70 % received their training free of charge. A special emphasis is placed on the education of the young, particularly secondary school and university students, and the ZSE Academy delivered education programmed to almost 2,500 of them in 2016 and 2017 alone. 

Late in May, Zagreb was the venue of the 4th Ljubljana and Zagreb Stock Exchange Investment Days – the most successful such event to date by the number of registered investors, as well as by the number of meetings requested and held. Thanks to strong interest, the event stretched to two days for the first time, enlisting participation of eight Slovenian and seven Croatian issuer companies, 30 investment firms and banks as well as 56 analysts and investors from Austria, Hungary, the Czech Republic, Estonia, China, Croatia and Slovenia. A total of 255 requests for meetings were received, with participant companies holding as many as 198 one-on-one and group meetings. The Zagreb and the Ljubljana Stock Exchange will continue to undertake individual and joint activities aimed at increasing interest and bolstering the confidence of both local and foreign investors.

Early in June, in cooperation with the Croatian Financial Services Supervisory Agency and the Central Depository and Clearing Company, the Zagreb Stock Exchange held the 8th round of annual education for regulated market issuers, gathering some 100 representatives of listed companies. 

In July, the Zagreb Stock Exchange successfully migrated to a new trading platform, switching after 10 years to the Xetra Deutsche Börse trading system, distributed and operated in this part of Europe by the Vienna Stock Exchange. The trading system change achieved several strategically important goals: both markets managed by the Zagreb Stock Exchange (i.e. Croatia and Slovenia) now operate on the same platform as a number of other European markets, preconditions for savings have been created and, very importantly, the Xetra trading platform was automatically made compliant with new EU regulations, thus considerably reducing the Zagreb Stock Exchange’s regulatory risk. 

October was the month in which the 6th joint conference of the Zagreb Stock Exchange and the Association of Pension Fund Management and Pension Insurance Companies entitled “Challenge of Change: New Challenges” was held. As the most successful such conference to date, it attracted more than 450 participants from all branches of the financial industry in Croatia, its region and the world. 

The Zagreb Stock Exchange was recertified under ISO 9001:2008 quality management standard, first adopted in 2011, thus confirming quality management as the centre of its strategic interest, along with a readiness to continually enhance and upgrade the quality of its business processes.

The Zagreb Stock Exchange Awards, established with a view to strengthening the recognition of the capital market and its active participants among the financial and general public, were presented in December for the sixth time running.

The new Exchange Rules, harmonised with MiFID II and other regulations, delegated and implementing acts, were approved late in 2017 and amendments to the CE Enter Market Rules were also introduced. The new Xetra 17.0 trading system version, which is fully harmonised with the new regulations, was successfully implemented as well. It is a very demanding project that took the Zagreb Stock Exchange, as well as all other European markets, two years to prepare for.

Building onto the new regulatory framework for the capital market (MiFID II and MiFIR), which provides for the obligation to report any transactions concluded outside a trading venue (so-called OTC transactions) in financial instruments traded on a trading venue (regulated market or MTF), towards the end of 2017 the Zagreb Stock Exchange embarked on preparations for the introduction of the approved publication arrangement or APA service. In the first days of 2018, the Croatian Financial Services Supervisory Agency authorised the provision of this service, which is aimed at improving the quality of trading transparency information and also contributes significantly to ensuring that such data is published in a way that facilitates consolidation with other data.

The 2017 financial market environment was highly challenging, marked by increasingly strict regulatory requirements, with the local market characterised by specific economic and political turmoil.
Nevertheless, the Zagreb Stock Exchange managed to launch and complete several major innovative projects, relevant for the future of both the local and the regional market, while maintaining its position of the regional leader and filling the role as one of several mechanisms that foster economic growth. Meanwhile, it has continued to provide a high product and service quality level to satisfy the needs of its shareholders, investors, issuers, members and all other stakeholders.
 
2017 TRADING 

The year 2017 got off to an optimistic start, with growth in all key trading indicators, but the rest of the year was plagued by uncertainties about further developments surrounding the shares of the companies which are members of the Agrokor concern.
Finally, order book share turnover stood 37.3 % higher than in 2016, with total order book trading up 24.6 % on the year earlier.

While market capitalisation in shares weakened 3.4 %, growth in bond market capitalisation led to total market capitalisation growth at a rate of 1.6 %.

Indices had a mixed close: while CROBEX and CROBEX10 saw a correction by about -7 % and CROBEXtr by -5 %, CROBEXnutris suffered a substantial, 45.1 % loss. Meanwhile, CROBEXkonstrukt rose 3.4 %, with CROBEXturist adding 10.75 % and CROBEXtransport as much as 18.9 %.

Valamar Riviera d.d. shares were the most actively traded, while Atlantska Plovidba d.d. recorded the strongest share price increase by advancing more than 126 %. 
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