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Abstract 

 

The objective of this paper is to analyze how often Macedonian 

enterprises issue securities on the primary capital market in order to raise 

funds for capital funding and business expansion. The analysis of the 

amount of issued securities by the companies is presented, in total, 

annually for the period 2007-2012. The reasons why enterprises in 

Macedonia do not issue securities for raising capital is also explained. In 

the final part of the paper it is explained how establishment of investment 

banks will affect the development of the primary capital market in the 

country. 
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Introduction 
 

The primary capital market is financial market in which a 

company sells newly issued long-term debt instruments and shares to the 

investors. Its main function is to finance long-term investments of 

companies and government. The benefits of the companies from issuing 

securities on the primary capital market are: possibility of mobilizing 

money resources for long-term financing, increasing popularity, 

increasing sales, possibility to engage specialized staff and achieve better 

results in working, etc. 

One of the main questions is: how Macedonian companies 

finance their long-term projects with issuing securities. A research was 

made using the datasets of Securities and Exchange Commision for total 

value on annual issue of securities in the period 2008-2012. The analysis 

of data helped in explaining the reasons why companies in Macedonia 

are uninterested to issue securities. As main reasons, the following are 

detected: insufficent knowledge of companies and individual investors on 

the capital market, transparency, change in ownership structure, small 

number of institutional investors, high interest rates, illiquidity of the 

secondary capital market and deficiency of financial instruments and 

institutions. 

The primary capital market should function effectively; this is 

essential for economic development in order to connect successful and 

not as successful economic entities. 

 

 

1. Financing of Macedonian companies with issuing securities  

 

The practice of mobilizing money funds for new investments by 

issuing securities on the primary capital market in Macedonia is very 

modest. The issuing of securities is limited with the provision of 

additional capital only from existing shareholders through private 

placement. Private placement indicates that the situation in the 

companies is favorable and the existing shareholders are interested in 

increasing their participation in the additional capital, which is believed 

to bring more profit. Therefore, existing shareholders are not interested in 

expanding the number of shareholders. There are situations where the 

companies need additional capital, but the managers do not believe that 
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the issuing of securities can be realized because investors do not trust 

companies and their plans.
2
 

The total annual value of approved issuing of securities on the 

primary capital market in Macedonia for the period between 2008-2012 

is presented on graphic 1. 

 

Graphic 1: The value of approved issuing of securities on the 

primary capital market 
 

 
 

Source: Author’s calculations 

 

In 2008, 22 requirements for issuing securities with the total value 

of 100,22 million Euros, and one requirement for issuing of long-term 

debt securities – corporate bonds were approved. The same year, the first 

public offer of corporate bonds in Republic of Macedonia was warranted. 

The issuer of these bonds was NLB Tutunska Banka, AD Skopje. The 

total value of this issuing of bonds was 12 million Euros, i.e. 12 000 

bonds with nominal value of 1000 Euros. This issuing of bonds was 

realized with a success rate of 88,86% i.e. NLB Tutunska banka AD 

Skopje mobilized 10,66 million Euros by sale of 10 663 bonds. Most of 

the bonds were purchased by two banks.  Also, it is important to note that 

in 2008, approximately 90% of the total issuing of securities was made 

by financial institutions, and the remaining 10% were issued by other 

economic companies.
3
 

                                                 
2
 Shajnoski K.: Macedonian stock exchange boom in 2005 – fiction or reality, Vlabor, 

Skopje, 2006 pp.24. 
3
 Annual report for the work of the Securities and Exchange Commission of the 

Republic of Macedonia, 2008. 
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In 2009, a total of 7 requirements for issuing of securities in total 

value of 88.19 million Euros were approved. All 7 requirements 

approved were realized with private placement. It is noted that in relation 

to 2008 there was significant reduction in the number of requirements for 

issuing securities. The value of all requirements in relation to 2008 

decreased by about 21.41 %. Out of the total value of issued securities 

95% were issued by non-financial companies. 
4
 

For 2010, the number of requirements for issuing securities is 6, 

with total value of 69.99 million Euros. Five of the total issued securities 

were private placements. In relation to 2009, the number of requirements 

was reduced. The value of total issued securities was reduced by about 

20,5% in relation to 2009. Out of the total issued securities, 70% were by 

companies which are not financial.
5
 

The following year (2011), 11 requirements for issuing securities 

with total value of 59.42 million Euros were approved. Subject of all 

requirements was issuing shares. From the total approved issues of 

shares, 8 were private placements and 3 were public offers. In relation to 

2009 and 2010, the number of the requirements for issuing securities was 

increased. The value of the totaly issued securities was reduced by about 

14,78% in relation to 2010 and 32,25% in relation to 2009. Out of the 

total issues of securities, only 3% were issues by companies which are 

not financal.
6
 

In 2012, the Securities and Excange Commission approved 16 

requirements for issuing securities with total value of 163,1 million 

Euros. The subject of all requirements was issuing shares. There were no 

submitions of requirements for issuing corporative bonds. From the total 

of 16 requirements, only one was realised with public offering and the 

other 15 were realised with private placement. The value of issued 

securities was icreased by 174%, in relation to 2011 and by 134% in 

relation to 2010.
7
 

Besides the fact that in 2009 non-financial companies were the 

most active issuers of long-terms securities in the Republic of 

                                                 
4
 Annual report for the work of the Securities and Exchange Commission of the 

Republic of Macedonia, 2009. 
5
 Annual report for the work of the Securities and Exchange Commission of the 

Republic of Macedonia, 2010. 
6
 Annual report for the work of the Securities and Exchange Commission of the 

Republic of Macedonia, 2011. 
7
 Annual report for the work of the Securities and Exchange Commission of the 

Republic of Macedonia, 2012. 
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Macedonia, they show small interest in financing their activities by 

issuing of securities. Non financial companies are oriented to receiving 

financial support from the commercial banks.  

 

 

2. Why Macedonian companies are not financed by issuing 

securities? 

 

The Macedonian capital market is relatively small. The reasons 

for this situation can be found in: the lack of tradition in investment of 

securities, the size of the economy, relatively low accumulation of power, 

limited offer of financial instruments, investors’ motives of short-term 

profit, absence of foreign investors and other factors.
8
 

 

2.1. Knowledge of the capital market in Macedonia  

 

Insufficient knowledge of the economy entities for the 

functioning of capital market and features of particular securities leads 

companies to borrow money from commercial banks. The main reason 

for that is the low level of education within the companies which need 

money, and also low level of education of investors which invest in 

securities and want additional earnings.  

The deposits of citizens in Macedonian commercial banks are not 

operational. Money savers usually invest their excess liquidity in low-

risk investments or deposit their money in banks to earn interest. Citizens 

rarely invest in shares because they are not confident and uneducated. 

Individual investors also do not have confidence in the company’s 

management. Sufficient entities avoid investing in shares because of 

higher risk, not considering that higher risk implicates higher gains.  

A number of companies cannot assess conditions for financing 

because they do not know the conditions for issuing securities through 

public offers or private placement. Companies also do not know which 

information are needed to be published in order to mobilize capital by 

issuing securities.  

 

 

 

 

                                                 
8
 Report for the work of the Central Securities Depository JSC Skopje 2012. 
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2.2. Transparency as an obstacle  

 

Companies that issue securities by public offers have an 

obligation to inform the public for their operations through publication of 

annual, semestral and current reports. Despite this obligation for 

informing, there is a possibility for companies to be excluded from the 

obligation of publishing certain information in accordance with the 

regulator, if publication of such information may cause serious 

endangering of significant business interests of the company.
9
 

The posibility companies to mobilize funds through issuing 

shares or long-term securities directly depends on whether the issuer of 

securities will provide the public with complete, correct and in-time 

information, which hold essential significance for investors to make a 

decision. Without quality information, investors cannot assess 

profitability with long term securities and cannot  make a decision for 

trading with some securities.
10

 

The transparency of the market of securities in Macedonia is the 

key for a competitive market. One of the ways for channeling in-time 

information to investors  on the capital market is through the module for 

reporting joint stock company with special obligations for reporting, 

which is avaliable to the public through the web site of SEC. The register 

of joint stock companies with special obligations for reporting, represent 

solid database for joint stock companies in which securities investors are 

interested.
11

 

Despite these obligations for informing, companies in Macedonia 

which publish these information timely and completely are rare. A lot of 

companies with shares listed on the Stock Market present the annual 

financial statement later, and in their income stataments they do not 

present data for the income per share. Comanies which present 

statements and plans for the next year are rare. Also, companies do not 

prepare programmes for development in medium term. The menagement 

of the companies in Macedonia does not understand that in-time and 

correct information is good for the business.
12

 

                                                 
9
 Public offering of securities: Guide, Macedonian Stock Exchange, Skopje, 2013 pp.12. 

10
 Shajnoski K., Miteva-Kacarska E.: „The influence of the media to the interest of 

trading securities„.  
11

 Annual report for the work of the Securities and Exchange Commission of the 

Republic of Macedonia, 2012. 
12

 Shajnoski K., Miteva-Kacarska E.: „The influence of the media to the interest of 

trading securities„. 
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The managers of the companies in Macedonia are conservative 

regarding to publishing information. The posibility to mobilize capital 

through issuing long-term securities and shares necessitate constant 

publishing of financial statements and information important for share 

price formation. In-time information for the public is a foundation for 

functioning of the primary capital market. Companies in Macedonia have 

insufficient awareness of appropriate and correct financial information of 

the issuing, which is basic for healthy financial decision of potential 

investors. Sometimes it seems that managers are not interested to publish 

even positive information. This means that the phase of ownership 

consolidation is not overcome and the purpose of it is to keep share 

prices on low level in order to make them available to stakeholders. 

Also, it is necessary to provide much more information on data 

for income statement and balance sheet of companies which are listed on 

the Stock Market, especially companies which are part of Macedonian 

Stock Index - MBI - 10. If investors have all immportant information for 

the companies, when companies issue new securities it will be easier and 

cheaper to mobilize new capital. Increased level of transparency will 

increase the interest of potential investors and will encourage new issue 

of securities. This will lead to increase of source of funding of the 

company and posibility for development of the total activity.  

 

2.3. Possibility to change the structure of ownership 

 

The owners of the comapnies in Macedonia are interested in 

achievement of total control of the ownership. Issuing shares as a way for 

mobilizing capital leads to division of the ownership.  

Domestic joint stock companies are not interested in issuing new 

shares as a most recommended way to mobilize capital, which should be 

used for development of companies. The resistance of dominant owners 

of joint stock companies in Macedonia is incomprehensible to mobilize 

capital in this way, taking into account the advantages, which are offered 

with it, against the borrowing loans from commercial banks. One of the 

main reasons for this is the fear of the dominant shareholders (owners) 

that with the issue of new shares the actual shareholder structure would 

change because of the possible acquisition by the interested investors.  

Private placement is the most common practice regarding issuing 

shares in Macedonia, but the public offers are very rare. If the company 

is open to the public, there is a possibility of risk for its acquisition by the 
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investors, which acquired the control package. In the case of more 

profitable company owners have interest to provide the necessity of 

capital with previously agreed placement of issue, and not with public 

offering of securities, because the owners want to avoid changes in 

ownership structure in Joint Stock Company. The owners of the 

companies are in dilemma: way to finance the company with issue of 

shares and whether issue of shares and inclusion of more shareholders 

will split the profit. The way of decision-making will also become more 

complicated.  

 

2.4. Institutional investors at the Macedonian capital market  

 

The institutional investors are very important for the primary 

capital market. They contribute to the effectiveness of the markets. 

Institutional investors are organizations which buy most of the securities 

at the financial markets. Different from the individual investors, they can 

disperse the risk through diversified structure of investments. 

Institutional investors may affect the prices and other market conditions 

with their size and knowledge. They buy large amount of securities and 

their existence on the capital market has positive effects on their prices.  

There is low interest from the foreign institutional investors. The 

reasons are found in the illiquidity of the Macedonian Stock Exchange, 

which makes unattractive conditions for investments. Without 

development of the primary capital market i.e. without usage of shares 

and bonds as one of the major sources of funding, besides loans, the 

capital market will simply not be interesting for institutional investors. 

On the other side, their absence from the Macedonian Stock Exchange 

means smaller volume of trading and lower liquidity of the securities. 

This implicates low prices of the securities i.e. price which is lower than 

their book value. Knowing that the prices of shares are on low level, 

company with purpose to provide necessary capital should sale greater 

number of shares i.e. derogate majority of the ownership. 

However, the most important reason for the absence of 

institutional investors at the Macedonian capital market is the legislative 

related to restrictions for investment funds. 
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2.5. High interest rate and offer of classic bank instruments  

 

The price of capital is the most important factor when deciding 

for financing. On one side, interest rate affects the company’s profit and 

on the other side it affects the economic activity. Either way, economic 

activity affects the company profit. In the Republic of Macedonia, in 

conditions when bank sector freazes loan to private companies, they do 

not try to mobilize capital by issuing securities. Obviously, companies 

are prepared to pay high interest rate for financing their business ventures 

with goal to block the entry of new shareholders.  

In Macedonia, although the interest rates are on the relatively 

high level, companies are financing through borrowing in banks rather 

than issuing securities. This can be explained with the impact of the 

interest rate to the securities. Interest rate affects the price of securities as 

a result of their impact on the profit. On the other side, the impact of 

interest rate to the price of shares can be seen through the competition on 

the markets of shares and bonds. If interest rates are higher, investors can 

get higher yield on the bond market. This forces the investors to sale 

shares and to switch funds from share market to bond market. Massive 

sale of the shares as an answer of the high interest rate, obviously 

depreciate the prices of shares. Knowing that in Macedonia the interest 

rates are high, the interest to deposit resources in bank is bigger than 

interest for investing in shares. Low demand leads to formation of share 

prices on low level, so if one company wants to finance through issue of 

securities it should derogate most of its ownership 

 

2.6. Illiquid secondary capital market  

 

Secondary capital market performs two significant functions. 

First, it allows easier and faster sale of financial instruments i.e. it makes 

the financial instruments liquid. Increased liquidity of financial 

instruments makes them desirable and this enables issuers to sale easier 

on the primary capital market.
13

 Secondary capital market also 

determines the prices of securities, which are prices of the sale on the 

primary market. Investors who buy securities on the primary market will 

not pay for them higher price in relation to the price on the secondary 

market. If the price is high on the secondary market, issuer will achieve 

                                                 
13

 Mishkin F.S.: “The Economics of Money, Banking, and Financial Markets“, Business 

School Edition (2nd Edition) Hardcover – Large Print, July 25, 2009, pp.27. 
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higher price for new securities on the primary market, and greater 

volume of capital will be mobilized. That means issuer will achieve 

greater volume of capital with issuing less number of shares and lower 

part of the ownership will be derogated.  

Shares on the secondary capital market in Macedonia are 

underestimated, the turnover is falling steadily and interest of the 

investors, especially foreign, is small. The reports show continuous 

decline in turnover.
14

  

 

Table 1: Review of total turnover of Macedonian Stock Exchange 

2007-2012 
 

Year Currency Total turnover 

2007 € 682.000.000,00 

2008 € 202.060.000,00 

2009 € 109.830.000,00 

2010 € 94.980.000,00 

2011 € 221.940.000,00 

2012 € 91.000.00,00 
 

Source: Author’s calculations 

 

On the secondary capital market in Macedonia there is a small 

percent of foreign investors. Large percentage of individual investors and 

owners of companies are afraid or consider unnecessary to finance 

through primary capital market. 

The symbiosis between primary and secondary capital market is 

necessary. In the moment, for the low liquidity, market register price 

jump or fall, if one group of investors decide to buy or sale some 

securities in value of 20-30 thousand Euros. In conditions of absence of 

liquidity, acquisition from some of the bigger Macedonian companies 

would be welcome. More important, this will mean determination of real 

value of companies in Macedonia.  

 

 

 

                                                 
14

 Report for the work of the Macedonian Stock Exchange, JSC Skopje for 2007, 2008, 

2009, 2010, 2011, 2012.  
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2.7. Shortage of financial instruments and institutions  

 

The issue of securities by the companies in Macedonia is in form 

of issuing shares and bonds. Macedonian capital market has small 

variability in relation to the type of financial instruments. The dominant 

financial instrument, which is used by the companies in purpose to 

mobilize capital, is shares.
15

 

Companies in Macedonia are not interested to mobilize capital 

through issuing securities because on Macedonian Stock Exchange it is 

possible to trade only with shares and bonds. There are no financial 

instruments to increase the liquidity, and financial derivates, which can 

be used for absorption of the risk. The lack of offering new financial 

instruments only increases the passiveness of the capital market. On the 

Macedonian capital market there are almost no issues of corporative 

bonds, which are important for attraction of new investments. The main 

reasons why corporative bonds are favorite instrument for borrowing in 

relation to bank loans, are the lower interest rates and the possibility for 

paying of the principal at the end of the period of maturity, or possibility 

for early redemption.  

The capital market in the Republic of Macedonia is relatively 

unefficient and underdeveloped due to several reasons. In conditions 

when there is no developed trading on the secondary market with basic 

types of securities (shares and bonds), the absence of trading with their 

derivates is expected. 

Namely, until thinking or popular behaviorism dominates, and the 

thesis that nothing is worse than risk (risk is highly correlated with yield), 

we cannot discus for efficient market, one in which it will be expected to 

have increase of trading or development of new financial instruments.  

 

 

3. Necessity for establishment of investment banking 

 

Investment banks act as brokers on the primary capital market. 

They search for investitors who buy securities that are directly issued by 

the companies. The following question is important for the investment 

banks: Do companies have well developed and quality business projects 

                                                 
15

 Goluboski Z., Jovanovski P.: “Annual review of the Belgrade, Bulgarian and 

Macedonian Stock Exchange”, 2008.  
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and buissness ideas which will be attractive for the public i.e. for the 

investors.  

On the securities markets, public offers in the most cases are 

realized simultaneously with underwriting. Investment banks purchase 

the emission, they obligate to purchase shares from the issuers at pre-

agreed price, than resale shares in order to make difference in price, or 

obligate to purchase all unsold shares from the emission of the issuer.  

There are no investment banks in Macedonia which mainly have 

role to help companies and government institutions to mobilize capital 

through issue of shares and bonds in their initial phase and which have 

quality buissnes plan.  

Creating conditions for establishing investment banks will also 

create conditions in our economy to develop new financial instruments, 

which will be engaged and exploited from the investment banks, such as 

financial derivates. Therefore, priority of our economy should be the 

development and stability of small and medium sized companies, which 

will be one of the main catalizators of the activities on the primary capital 

market. This will draw necessity for formation of investment banks 

which will mediate in the activities related with securities on this markets 

and will achieve bigger concurency on the capital market throught 

increase of the number of financial instruments and introduce financial 

inovation.
16

 

With the increase of the number of investment possibilities, 

introducing a new financial instruments increases the number of 

participants on the financial market through stimulating domestic 

companies to finance their activities through issuing securities. Key 

challenges for further development of the capital market will be the 

attraction of foreign investors. 

The process of integration in the EU is essential factor for 

creating conditions for establishment of investment banks, which also 

includes development of the financial derivates and their markets in the 

Republic of Macedonia. Knowing the characteristics of the Macedonian 

financial market, it is necessery to immediately undertake measures, 

which will provide its stability and create conditions for establishment of 

investment banks. 

 

 

                                                 
16

 Lekoska I.: ”The necessity and possibilities for development of investment banking in 

Republic of Macedonia“. 
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Conclusions  

 

Canalization of funds makes better economic situation for 

everyone in the society. The primary capital market provides funds to 

move from economic subjects who do not have productive investment 

possibilities to subjects who have. Canalization of funds has direct 

positive impact on the final expenditure. 

Companies in Macedonia provide capital resources for long-term 

financing, mostly from banks, and not from issuing securities. In 

Macedonia, the number of issuances of securities is small and they are 

often categorized as private placement. The main reasons for this is the 

fear of shareholders from new investors. Issuing securities as private 

placement shows that companies do not use the capital market as source 

of financing their projects. So far, the capital market in Macedonia was 

used as an instrument for concentration of bigger share of ownership, 

rather than mobilizing capital for long-term investments. In this way, it 

seems that management and existing shareholders want to keep the price 

of shares on low level, which makes that company non-transparent, thus 

achieving to buy bigger ownership package with small level of money 

resources. This results with weak liquidity, weak capitalization of the 

market and bigger risk for foreign invesments.  

The low level of liqudity, the poor supply of securities, 

difficulties in change of attitude are the reasons why investors are 

uninterested for investment in securities. The problem mainly can be 

located in high interest rates. In the few past years interest rates in 

Macedonia have been declining, however in relation to the Europian 

countries, Macedonian economy has high interest rate. High interest rate 

implicates that money resources are put in banks as deposites and the 

demand for shares is low. This results with low price of shares and the 

shares are undervalued in relation with their book price. If one company 

is financing by issuing shares, it should sell bigger number of shares to 

provide capital resources and derogate bigger share of ownership. 

Therefore, development of capital market is needed through monetary-

fiscal mix with the purpose of stabilizing the rate of inflation and the low 

interest rate. 

Initial public offers should be leading, and not alternative way of 

financing, especially of those companies which have possibility of fast 

development. The situation of the capital market in Macedonia and 

useage of bank loans from the companies impacts the competition of 
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Macedonian economy, higher price of capital and low level of economic 

development. 
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