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1) Prior to the present publication, the credit rating and the rating outlook were disclosed to the rated entity.  Following those disclosure amendments in 
the credit rating and the rating outlook have not been executed; 

2) During the last two years, BCRA Credit Rating Agency has not provided ancillary services to the rated entity or a related third party; 

3)* For the full rating history, please see the chart at bottom of this document. 

  
BCRA – CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY (BCRA) is the third 

qualified rating agency in the EU, registered under 

Regulation (EC) No. 1060/2009 of the European Parliament 

and of the Council. The credit ratings, assigned by BCRA, 

are recognized throughout the EU and are fully alike with the 

other ratings, recognized by European Securities and 

Markets Authority (ESMA), without any territorial or other 

limitations.  

At a session of the Rating Committee of BCRA, held 
on 22.02.2022, a report of the review of ZAD 
Armeec AD credit rating has been discussed. The 
session was run by D.Sc. (Econ.) Kiril Grigorov, in 
his capacity as Chairman of the Rating Committee. 
Following a discussion on changes in factors 
affecting rating during the review period, the 
members of the Rating Committee took the 
following decision:  

 

BCRA affirms the assigned ratings to ZAD Armeec 
AD: 

 long-term claims-paying ability rating: ВВВ- with 
a stable outlook  

 long-term national-scale rating: А (BG) with a 
stable outlook. 

 

 

 
 

 
 
Thus assessing the positive changes in the insurance 
performance and portfolio structure that have been 
consolidated during the review period, and positively 
evaluates the affirmative changes maintained over 
the last five years in most of the monitored indicators, 
which are affecting the rating.  
 
The officially adopted by BCRA Methodology for claims-
paying ability rating of insurance companies has been 
used: 

 https://www.bcra-
bg.com/files/cpaic_methodology_2018_en.pdf 

The users of the rating can find information on the meaning 
of each rating category, including definitions of default in 
the published Global rating scale on the BCRA’s website:  
(https://www.bcra-bg.com/files/global_scale_en.pdf ). 

The report has been prepared and the rating - assigned, 
based on information made available by the rated 
insurance company, Bulgarian National Bank, National 
Statistical Institute, BCRA database, consultants and other 
public information sources. 
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Operating Environment 

Sovereign Risk 

The emergence of the COVID-19 pandemic 
worldwide has turned into a major issue to address in 
2020. Bulgaria has been in an emergency epidemic 
situation since the 13 of May 2020, due to the 
unprecedented crisis. At the end of 2021, a new 
government was formed, representing a four-party 
coalition led by the We Continue the Change (PP) 
party. It is going to face a number of challenges 
essential to the country's future development. 

The COVID-19 pandemic and the measures taken to 
control the infection have adversely affected the 
economic activity in the country, as the reported 
decline in GDP in 2020 amounted to 4.4%, and the 
recovery has been underway since the beginning of 
2021. Following the slowdown observed in 
household consumption, lending, external sector 
indicators, and inflation, in the first nine months of 
2021, the dynamics are reversed, and the achieved 
real growth averaged 3.6% on an annual basis. The 
unemployment rate eased to 4.6% by Q3 2021 (5.1% 
on average for 2020). 

Bulgaria has entered the current crisis with a stable 
fiscal position and a low government debt level. The 
Consolidated Fiscal Program balance for 2020 was a 
cash deficit of 3.0% of GDP after the government 
financed fiscal aid to the sectors most affected by the 
crisis. The Ministry of Finance estimates the 2021 
budget deficit to reach 3% as well as an over 
fulfilment of the planned budget revenues. The 
general government debt ratio stood at 24.2% of 
GDP as of September 2021, slightly declining 
compared to the end of 2020 and remaining low in 
comparative terms. 

The development of economic processes in the 
country is analysed in detail by BCRA - Credit Rating 
Agency. A Rating Rationale of the Sovereign Rating 
assigned by BCRA to the Republic of Bulgaria is 
available at our official website: 

One year after Bulgaria became a member of the EU 
Banking Union, and the Bulgarian lev is officially in 
the ERM II, in July 2021 the National Plan for the 
introduction of the euro in Bulgaria was presented 
with a target date of January 1, 2024. As of 
September 2021, the banking sector remains 
resilient despite the economic turbulences. The 
capital ratios and liquidity of banks are at high levels 
being supported by the steady growth of the deposit 
base and renewed profit growth. 

The development of economic processes in the 
country is analysed in detail by BCRA - Credit Rating 

Agency. A Rating Rationale of the Sovereign Rating 
assigned by BCRA to the Republic of Bulgaria is 
available at our official website: 

https://www.bcra-
bg.com/files/rating_republic_of_bulgaria_oct_2021_bg.pdf  

 

__________________________________________ 

The non-life insurance market in Bulgaria  

In the period of the update, the Bulgarian non-life 
insurance market retains its features, namely: 

 The steady growth of gross written premiums – 
of 1.9 in the crisis 2020 year (yearly based by 
15.6% in 2019. For the nine months of 2021, the 
growth is 8.9% YoY;  

 High development potential, given the relatively 
low levels of insurance density and insurance 
penetration;  

 High levels of market concentration – the seven 
biggest companies are retaining a share of above 
70% of the gross written premiums in the sector 
(the share of top 10 companies is 90%);  

 Highly dominating share of the automobile 
insurance in the structure of the aggregated 
insurance portfolio – above 70.0% in the last three 
years. 

 The regulatory framework continues to be most 
affected by the application of the solvency 
requirements of insurers, reinsurers and groups of 
insurers and reinsurers, as well as the requirements 
for reporting, valuation of assets and liabilities and 
the formation of technical provisions following 
Directive 2009/138 of the EP and the EU (Solvency 
II). Insurers are already discussing the draft revision 
and amendments to the Directive presented by the 
European Supervisory Authority (EIOPA). 

An additional impact in the sector is the changes to 
IFRS 4 "Insurance Contracts" effective from 
01.01.2021, which will apply until the standard is 
finally replaced by the new IFRS 17 "Insurance 
Contracts". 

Given the economic effects of the COVID-19 
pandemic, it is worth noting the increasing 
conservatism in the regulatory environment and the 
pre-recommendations in this regard made by the 
insurance sector regulator, the FSC, to refrain from 
distributing dividends in 2020 and to increase the 
focus on investment decisions and risk assessment. 

The general insurance sector remains relatively little 
affected by the health crisis and the measures to 
contain it but is indirectly affected by the increased 

https://www.bcra-bg.com/files/rating_republic_of_bulgaria_oct_2021_bg.pdf
https://www.bcra-bg.com/files/rating_republic_of_bulgaria_oct_2021_bg.pdf
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risk of financial difficulties for users of insurance 
products. 

The main factors impeding the general development 
of the non-life insurance market continue to be the 
relatively weak economic activity in the country and 
the uncertainties about the future households’ 
income. 

 

 

ZAD Armeec AD 

In the period under review, two lines of development 
in the written business of ZAD Armeec are observed 
- after a 7.6% decrease of gross written premiums 
(GWP) realized in 2020, for the nine months of 2021 
there is a growth of 5.6% on an annual basis. The 
latter rate lags behind the growth reported for the 
adjusted sector1 for the first nine months of 2021 
(9.2%), which is also influenced by the continued 
development of the business of Bulgarian insurance 
companies in the EU. The levels of the written 
business maintain the market position of Armeec 
unchanged over the review period, with a continued 
slight decline in market share2 to 8.2% on 30 
September 2021, following 8.4% on 2020, 9.2% in 
2019 and 10.0% in 2018. The aforementioned 
changes in the volume of written business in 2020 is 
influenced to a high degree by the pandemic-related 
collapse in car sales. 

There are no significant changes in the structure of 
the insurance portfolio, where the leading share 
remains "Autocasco" (with a share in the last three 
years in the range of 58-62%), followed by "Motor 
third party liability insurance" (25-20% for the 
same period and a decrease at the end of it). The 
review period is also characterised by a slight 
increase in the share of business written in total 
property insurance (8.5% at the end of September 
2021 and 9.5% in 2020, after 7.2% in 2019. 

The insurer continues to restrain itself from writing 
business under Guarantees, Loans and 
Miscellaneous Financial Losses and maintains a 
trend towards almost complete run-off of active 
reinsurance business. 

 

 

 

                                                 
1 With data from the rated company; 
2 According to data from Financial Supervision Commission, including 
GWP realized by local insurers on registered business under free 
provision of services in EU. 

Portfolio Structure of IC Armeec compared to the Reference Group and 
Total for the Sector (30.09.2021) 

 

Changes in the general strategy and management 
principles started in 2016 have shown their efficiency 
and in the reviewed period have translated into a 
significant improvement in the insurance results. 

In 2020 and the 9M of 2021, the insurer maintained 
the downward trend in gross claims in the 
insurance portfolio that started in the previous year, 
2019. The changes in net claims levels are volatile, 
with an increase for 2020 (mainly driven by higher net 
claims under Motor Third Party Liability insurance) 
and a decrease for the first nine months of 2021. 

The change for 2020 is significantly impacted by the 
reduced share of the reinsurers in claims incurred 
and the respective increase in net claims, which 
slightly exceeds the increased net earned premiums. 

In 2021, the decline in net claims substantially 
exceeded the decline in the amount of net earned 
premium, which results in positive dynamics of net 
claims (declining to 31.3% for the 9M of 2021). 

The achieved levels of the latter indicator remain (in 
the last five years) lower than the average levels for 
the reference group3.  

 Net Claims Ratio 3.2021 2020 2019 2018 

IC Armeec  31.3% 46.1% 44.6% 43.1% 
      

IC Lev Ins 53.1% 47.4% 52.3% 43.0% 
IC Euroins 49.2% 44.8% 46.3% 50.6% 
IC Bulstrad VIG 47.7% 52.7% 55.6% 51.2% 
DZI – General Insurance  43.6% 45.3% 50.4% 51.5% 
IC Allianz Bulgaria 50.5% 48.3% 52.5% 46.8% 
IC Bul Ins 52.9% 31.2% 65.3% 55.7% 

Average for the Group: 48.7% 46.8% 52.6% 49.2% 

The changes in net acquisition ratio are volatile – 
declined in 2020 (continuing the positive trend as of 
2019) and increased for the 9M of 2021 (by 3.5 pp. 
compared to the prior corresponding period). Thus, 
after two consecutive years of maintaining the 

                                                 
3 Includes: „IC Lev Ins“ AD, „IC Euroins“ AD, „IC Bulstrad VIG“ AD, „DZI 
– General Insurance“ EAD, „IC Allianz Bulgaria“ AD and „IC Bul Ins“ AD  
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indicator at a significantly lower level than the 
average for the group, the achieved level for the 9M 
of 2021 is almost at the average in comparative 
terms. (20-22% for the group). 

The cost ratio remains declining in 202 (a three-year 
trend), reaching 28.4% and marked an increase in 
the 9M of 2021 (to 29.5% as of the end of 
September), affected by the reduction of the net 
earned premium at a relatively retained value of 
administrative costs and a decrease of the technical 
costs. The levels achieved by the insurer remain 
significantly above the average levels for the 
reference group (20.1% for 2020 and 19.7% for 
2019). 

General influences of presented changes in cost 
ratios reflect a continuing decline in the combined 
cost ratio, with levels of 85.9% for 2020 (88.2% for 
2019, 99.3% for 2018 and current of 82.2% for the 
9M off 2021, thus increasing the achieved insurance 
results. This is the lowest level of indicator achieved 
by the company in a six-year retrospective period, 
and at the same time, it becomes the lowest in the 
reference group for the past three years (2019-
2021). 

In the first part of the review period, there is a 
continued downward trend in the self-retention 
level, which reached 57.1% for 2020 (59.0% for 
2019) before rising to 60.7% for the nine months to 
2021. The period is also characterised by a relatively 
small decline in the reinsurance commission ratio. 
The reinsurance programme is unchanged, with 
reinsurance treaty terms maintained and leading 
premium reinsurers (established, highly rated 
companies) retained. 

The share of reinsurers in technical provisions 
has remained constant over the last three years (30-
31%), which is lower than the reference group 
average (45-46%). 

In 2020, the total size of the investment portfolio of 
Armeec remained practically unchanged - - with an 
annual decrease of 0.1%, after its growth by 12.7% 
on an annual basis in 2019. For the first nine months 
of 2021, a year-on-year growth of 4.4% was 
generated. A more characteristic change in the 
review period is the increase in the number of bank 
deposits. Equities and IF shares have seen volatile 
changes (down in 2020 and up in 9M 2021), with an 
overall, relatively small increase in the size of this 
asset group and their highest share of the investment 
portfolio retained (62.5%, up from 63.5% at the end 
of 2019). This asset group also includes investments 
in corporate securities of entities in the group of the 
owner of the rated company (Chimport AD). The 

above changes in the structure of the investment 
portfolio lead to a minimal increase in the value of the 
most liquid assets in it (government securities and 
bank deposits) - to a level of 21.8% at the end of 
2020 (19.8% a year earlier) and a subsequent slight 
decrease in this level for the first nine months of 2021 
- to 21.3% at the end of September. The latter levels 
remain well below the adjusted sector average (57-
59%).  

Relative Share of the Investments in the Portfolio – Armeec AD and the 
Reference Group (as of 31.03.2021) 

 

For 2020 ZAD Armeec realized a positive return on 
its investment portfolio, which is very close to the 
reported total for the adjusted sector (0.57%), and the 
nine months of 2021 slightly ahead of the sector 
(1.7%). It remains relatively highly dependent on 
revaluations of financial assets. 

In 2020, Armeec AD generated a net profit in the 
amount of BGN 6.6 million, which is higher by 22.3% 
than the one achieved in 2019 (when positive growth 
of 3.0% has been achieved). The significant 
improvement of the insurance result (by 23.1%) 
impacted positively, while the high amount of loss (by 
impairments) on the investment portfolio was affected 
negatively. 

Along with the new, substantial improvement in the 
underwriting result and supported by a strong positive 
current result from investment activities, for the first 
nine months of 2021 the company reported a current 
profit of BGN 11.0 million, more than double the 
result for the previous corresponding period (BGN 5.4 
million). 

The improved value of the profit results in increased 
values of the return on equity. 

The ratio of net earned premiums to equity 
(operating leverage) continues to decline and the 
levels achieved by the rated company remain 
traditionally below the reference group averages.  

The level of insurance leverage (technical 
provisions to equity ratio) preserves the positive 
downward trend over the five-year retrospective 
period (2017-2021), declining from 232% at end-2017 
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to 175% at end-September 2021 (194% at end-
2020), impacted by a steadily increasing amount of 
equity compared to weak changes in technical 
provisions. A similar positive trend is observed for 
most of the companies in the reference group, but by 
the end of the review period, ZAD Armeec improves 
its positioning relative to the group average level 
(and goes below it at the end of September 2021). 

Capital adequacy of the rated company in the 
analysed period, when applying Directive 2009/138 
of the EP and EU (Solvency II) could be summarized 
as follows:  

Indicator/Year 09.2021 2020 2019 

Total Eligible Own Funds for 
Implementation of the SCR 

142 463 122 738 114 300 

Total Eligible Own Funds for 
Implementation of the MCR 

127 814 107 461 99 006 

Solvency Capital Requirement (SCR) 107 026 94 454 94 105 

Minimum Capital Requirement (MCR) 26 756 23 613 23 526 

Coverage of SCR 133.1% 129.9% 121.5% 

Coverage of MCR 477.7% 455.1% 420.8% 

The review period is characterised by the Company 
maintaining relatively stable coverage levels for the 
local insurance market of both solvency prudential 
indicators, with a clear trend of improvement over the 
period. The Solvency Capital Requirement (SCR) 
was reported to have increased to 133.1% at end-
September 2021 (from 129.9%). This is still below 
the reference group averages but already exceeds 
the levels achieved by three of the insurers in the 
group. 

The level of the liquidity ratio remained virtually 
unchanged over the period - reflecting the balanced 
weak changes in the amount of cash and technical 
provisions. 

The liquidity ratio of the technical provisions has 
sustained a slight positive change (supported by 
continuous growth in assets to cover technical 
provisions with relatively weak changes in the latter), 
but its level, together with that of the liquidity 
outstanding claims provisions, remains 
significantly lower than the average for the adjusted 
sector and the reference group of insurers. 

 

The positive impact of the rating would have: a 
sustainable increase of insurance result and 
generated net profit; improvement of size and quality 
of investment portfolio; a decrease of concentration 
of insurance portfolio; as well as additional 
improvement in liquidity and solvency. 

A negative impact on the rating would be a 
deterioration in the quality of the insurance portfolio 
and a deterioration in the insurance result, a 
decrease in the levels of solvency and liquidity 
indicators and further depletion of the most liquid part 
of the assets in the company's investment portfolio. 
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The insurer's key performance indicators in the last five years and current data from the most recent, 
uncompleted financial year are presented in the following table.

 

 

 

 

 

Key Financial Indicators 

Indicator / Year: 9.2021 9.2020 12.2020 12.2019 12.2018 12.2017 12.2016 

Gross Written Premiums (BGN’000) 164 138 155 365 205 306 222 304 207 970 194 797 182 366 
Annual change 5.6% -6.4% -7.6% 6.9% 6.8% 6.8% -12.2% 

Net Earned Premiums (BGN’000): 92 487 99 972 129 053 125 794 126 262 112 932 147 456 
Annual change -7.5% 6.4% 2.6% -0.4% 11.8% -23.4% -14.6% 

Self-retention level 60.7% 56.3% 57.1% 58.9% 60.8% 62.3% 67.5% 
Net Financial Result (BGN’000) 11 037 5 363 6 558 5 363 5 206 7 440 8 464 
Result from Insurance Activity  16 453 4 181 18 193 14 781 889 3 142 4 257 
Gross Claims 34.3% 48.3% 43.9% 46.6% 55.3% 51.8% 63.6% 
Net Claims 31.3% 51.9% 46.1% 44.6% 43.1% 43.2% 55.9% 

Cost Ratio 29.5% 26.3% 28.4% 30.3% 32.3% 36.9% 25.8% 

Acquisition Ratio 21.4% 17.7% 11.4% 13.3% 23.9% 17.2% 15.3% 
Combined Cost Ratio 82.2% 95.8% 85.9% 88.2% 99.3% 97.2% 97.1% 
Net Earned premiums / Equity (Operating Leverage)  90% 110% 141% 148% 158% 146% 212% 
Technical Provisions / Equity (Insurance Leverage) 175% 208% 194% 213% 226% 232% 263% 

Debt net of insurance reserves / Equity  (Financial Leverage) 19.5% 22.1% 21.8% 23.5% 25.1% 25.9% 28.8% 

Equity 102 775 90 543 91 738 85 180 79 817 77 241 69 517 
Return on Equity 12.5% 7.5% 7.4% 6.5% 6.6% 10.3% 13.1% 
Investment Portfolio  182 880 175 190 176 789 176 879 156 971 153 262 211 196 

Annual change 4.4% 6.3% -0.1% 12.7% 2.4% -27.4% 23.3% 
Highly-liquid Assets in the Investment Portfolio  21.3% 21.9% 21.8% 19.8% 21.7% 33.5% 32.4% 
Profitability of Investment Portfolio TTM 2.0% -5.6% 0.5% -4.4% 3.8% 4.3% 2.5% 
SCR Coverige Ratio 133.1% 128.9% 129.9% 121.5% 122.2% 144.5% - 
MCR Coverige Ratio 477.7% 451.3% 455.1% 420.8% 377.4% 449.7% - 
Liquidity Ratio of Tehcnical Provisions 24.6% 22.9% 24.5% 22.2% 21.0% 30.8% 39.7% 

Liquidity Ratio of the Outstanding Claims Provision  42.5% 35.8% 39.9% 40.1% 36.0% 53.4% 63.0% 
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Rating History: 

CLAIMS PAYING-
ABILITY RATING 

Rating 
Committee 
Date 

Publication 
Date 

Long-term 
rating 

Outlook 
Long-term 
National-scale 
rating 

Outlook 

Review 22.2.2022 25.2.2022 BBB- Stable A (BG) Stable 

Review 9.9.2021 13.9.2021 BBB- Stable A (BG) Stable 

Review 11.2.2021 12.2.2021 ВВ+ Positive A- (BG) Positive 

Review 11.2.2020 12.2.2020 ВВ+ Stable A- (BG) Stable 

Review 7.2.2019 12.2.2019 ВВ+ Stable A- (BG) Stable 

Review 18.12.2018 19.12.2018 ВВ+ Stable A- (BG) Stable 

Monitoring 20.6.2018 21.6.2018 

ВВ+ 

- 

A- (BG)  

- 
(Under review) * (under review) * 

Review 24.1.2018 26.1.2018 ВВ+ Stable A- (BG) Stable 

Update 16.12.2016 19.12.2016 ВВ+ Stable A- (BG) Stable 

The ratings in the chart are assigned under the previously used Methodology for assigning a rating of the ability of insurance companies to pay 
claims, respectively with the applied rating scale, and are not directly comparable with the ratings assigned after the entry into force of the current 

methodology (as of July 4, 2016). 

CLAIMS PAYING-
ABILITY RATING 

Rating 
Committee 
Date 

Publication 
Date 

Long-term rating Outlook 

Monitoring 5.7.2016 7.7.2016 iВВВ- (under review) * - 

Update 6.11.2015 6.11.2015 iBBВ- Stable 

Update 7.11.2014 7.11.2014 iBBВ Stable 

Update 14.10.2013 14.10.2013 iBBВ Stable 

Update 10.8.2012 10.8.2012 iBBВ Stable 

Update  10.8.2011 10.8.2011 iBBВ Positive 

Update  30.8.2010 30.8.2010 iBBВ Positive 

Update 1.10.2009 1.10.2009 iBBВ Stable 

Update 1.12.2008 1.12.2008 iBBВ- Stable 

Update 1.11.2007 1.11.2007 iBBВ- Stable 

Initial rating       1.6.2006 1.6.2006 BB+ Stable 

* The rating is placed “under review” due to the changes entered into force in the used by BCRA “Methodology for the ability of the 
insurance company to pay claims” (https://www.bcra-bg.com/files/cpaic_methodology_2018_en.pdf) and affects all ratings of all 
insurers and is not related to the activity of the rated company. 
 


