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FINANCIAL STRENGTH RATING      
 

Long-term rating : BB BB+ BBB-      BBB (ns) BBB+ 
Outlook : developing developing stable positive positive 

 

Short-term rating : В B А-3 А-2 А-2 
 

The  Bulgarian  Credit  Rating  Agency  is  the  only 
Bulgarian  agency  that  with  a  verdict  on  Court  File 
25/04.06.2008 is included in the list of The Financial 
Supervision Committee as its ratings are acknowledged 
equally   with   those   of   the   international   agencies 
Moody`s, Standard & Poor`s and Fitch. In 2006 BCRA 
adapted the banks` financial strength methodology of 
ICRA (An Associate of Moody`s Investors Service). The 
rating scale of BCRA coincides with the rating scale of 
Standard & Poor`s. 
BCRA   upgrades   a   long-term   financial   strength 
rating (outlook: positive) BBB+ and retains a short- 
term rating А-2. The officially adopted methodology of 
assignment of bank financial strength rating by BCRA is 
used (http://www.bcra-bg.com/files/method_4.pdf). 

To elaborate the credit report and to award the 
credit  rating,  BCRA  uses  information  from  the  rated 
bank, BNB, NSI, BCRA`database, consultants and other 
sources of public information. 

In the period under review the Bulgarian banks 
operate in an unfavorable environment. As a result of 
the intensifying effects of the global crisis on the 
economy, the growth rate of GDP commenced slowing 
DOWN yet in 2008; in 2009 the country entered 
recession. At the end of 2009 the registered decrease of 
the value of GDP against 2008 reached to 5%. As a 
result of the decreasing  economic  activity and 
development of the crisis in the real sector, the 
unemployment  enhanced  abruptly reflecting  to 
deterioration of the economic state of part of the 
consumers and decreased the consumption as a whole. 
In  2009  the  direct  foreign  investments  decreased  by 
~52% on yearly basis, and for the first half-year of 2010 
the decline is 77.9% on yearly basis. Due to the 
difficulties which most of the banks had at their main 
markets in the period of crisis, they restricted the flow of 
resources to their departments, which set the Bulgarian 

banks in difficulties regarding  the  loans.  In 2009 the 
volume of the credits of non-financial enterprises, 
households and non-commercial organizations serving 
the households increased by 3.6% against the past year 
(growth of 32% for 2008 and 64.3% for 2007). At the 
end of the first half-year of 2010 the growth of crediting 
continued retarding its rate and reached to 2.2% (11.1% 
on  yearly  basis  as  of  the  half-year  of  2009).  The 
negative effect of the overall economy of the country led 
to deterioration of the assets quality of the Bulgarian 
banks. At the end of 2009 the amount of the classified 
credits strongly increased and formed 13.64% of the 
total sum of the gross credits in the bank system, and 
during the first half-year of 2010 reached a share of 
15.11%.  The  swift  increase  of  the  volume  of  the 
classified credits reflected on increase of the expenses 
for their coverage, decrease of the profitability of the 
banks and as a final result-decreased the profits of most 
of them; as of 30.06.2010 the registered downturn of the 
profit of the bank system on yearly basis is 29.6%. As of 
the end of the period under review the strong market 
presence (market share of 56.3%) of the fifth biggest 
credit institutions – Unicredit Bulbank, DSK, OBB, 
Raiffaisenbank, Eurobank EFG. 

During   the   observed   period   the   shareholding 
structure of Bulgarian development bank AD has kept 
unchangeable.  Changes  in  the  Supervisory  Council 
have occurred. With a decision of the General Meeting 
of shareholders dated 08.09.2009 the number of the 
members of the Supervisory Council was decreased to 
three. The main purpose of the Bulgarian development 
bank is to satisfy the financing necessity of Sector of 
SME which the private banks don’t cover or cover 
partially filling the undeveloped gaps at the Bulgarian 
market by applying the best market practises. Together 
with MLSP (Ministry of labour and social policy), UNDP 
(United Nations Development Programme) and KPMG 
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is prepared a mechanism for continuing application of 
the JOBS programme by establishing of microfinancial 
institution  within  Bulgarian  Development  Bank.  The 
bank  has  a  defined  development  strategy,  aiming 
within the middle-term and long-term strategic horizon to 
gain a stable annual growth of the net result. Actions are 
taken to perfect the information-analytical system. 
BCRA estimates the risk from shareholding 
structure and management as being moderate. 

In 2009 the capital base of „Bulgarian development 
bank” АD increased by 157% against the end of 2008, 
which is due to the repaid sum of BGN 375 000 thous. 
in reference to the increase of the bank capital in 2008. 
The bank paid equity as of 31.12.2009 amounts to BGN 
589 574.  Despite the bank reserves increase along with 
the  size  of  the  capitalized  and  accumulated  profit  in 
2009. In 2009 and the half-year of 2010 the risk 
component presents respectively 75% and 72% of the 
total amount of the assets. The capital requirements for 
credit risk coverage – 94% for 2009 and 92% as of the 
half-year of 2010continue occupying the biggest share 
of the total capital requirements of Bulgarian 
development bank AD. 

During the update period the Capital Adequacy of 
„Bulgarian development bank” continue exceeding 
significantly the average for the banks of second group, 
as well as the average for the bank system as whole. 
The proportion of Net size of the overdue exposures 
and Capital base, as well as the levels of the Leverage 
retained   lower   compared   to   the   average   for   the 
reference group of banks. BCRA retains its 
assessment for the risk from the levels of the capital 
adequacy   of   „Bulgarian   development   bank”   as 
being low. 

Due  to  the  specific  bank  aims,  the  borrowings 
prevail in its resource basis – 64.5% as of 12.2009 and 
68% as of 06.2010; growth of 45.8% was observed in 
their size during the first half-year of 2010 against the 
end of 2009. The share of the borrowings in the bank 
resource basis made by international institutions 
amounted to ~57.0% as of 12.2009 and slightly 
decreased as of 6.2010 to 51.3% at the expense of the 
bond issue. The share of the bank deposits increased 
from 24.2% at the end of 2008 to 35.5% at the end of 
2009 and retained at similar levels during the first half- 
year of 2010. As whole „Bulgarian development bank” is 
characterized with fair resource security and stable 
resource basis in view of clear maturities and long-term 
character of the main bank assets. 
BCRA estimates the risk related to the resource 
basis of Bulgarian development bank AD as being 
low. 

As of the end of 2009 the annual increase of the 
credit   portfolio   (SME   and   citizens)   of   „Bulgarian 
development bank” was 50.3%, and as of 30.06.2010 
the growth against the beginning of the year was 2.0%. 
2 

This part of the bank credit portfolio is comparatively 
well-diversified; the high percent of the credits in the 
industrial sector is kept. The priorities, related with the 
specific   status and bank aims   define the high 
percentage of long-term (investment) crediting – the 
share of the exposures with a term over 5 years at the 
end of the first half-year of 2010 is 43.8% of the total 
size of credits. 

The share of the net overdue credits in the net value 
of the credit portfolio also registered a slight increase in 
2009 and at the end of the period under review as well. 
This  share  was  significantly  lower  compared  to  the 
average of the bank system as of 30.06.2010 (14.1% as 
of 06.2010), as well as the share of the credits classified 
as  a  loss  (2.4%  for  Bulgarian  development  bank 
compared to 3.2% on average for the bank system. 
“Exposures under review” occupies a prevailing share of 
47.3%) in the structure of the classified credits. 

In 2009 there was a high increase of credits granted 
to  banks,  as  their  relative  share  in  the  total  credit 
portfolio increased to 62.5% (28.3% at the end of 2008). 
Due  to  the  specific  character  of  the  activities  of 
Bulgarian development bank, the granted credits to 
commercial banks continue forming the biggest part 
(56.4%) of the bank credit portfolio as of 30.06.2010 as 
well; bigger part of them are secured with receivables of 
the bank loan receivers. Part of the credits is secured 
entirely   with   government   securities,   and   others   - 
partially. The amount of the securities is based on 
established methodologies and evaluation rules, 
including assigned credit ratings by external agencies 
for evaluation. The portfolio is highly diversified; neither 
one of the exposures doesn’t exceed 10% of the total 
amount of the granted credits to banks (~5.5% of the 
total  credit  portfolio).  Taking  into  account  the  stable 
state of the bank system in Bulgaria nowadays, this part 
of the credit portfolio of Bulgarian development bank is 
higher quality compared to the credit portfolio of SME 
and citizens. 

According to Decision No 197 dated 08.04.2010 of 
Council of ministers of Republic of Bulgaria an 
agreement   was   concluded   and   a   procedure   for 
negotiations of the liabilities of the first-level, second- 
level and lower level spending units, payable from the 
republic budget. The mechanism gives a possibility to 
the suppliers and executers of the contracts to transfer 
their receivables from the ministries and departments – 
contracting authorities of Bulgarian development bank 
by a cession contract. As of 30.06.2010 the amount of 
these cessions in the portfolio of Bulgarian development 
bank amounted to 51 886, which was 5.1% of the total 
bank assets. 

In   2009   the  securities   and   investments   of   the 
daughter companies occupy 4.6% оf the total assets of 
the bank. The structure of the portfolio of securities at 
disposal and for sale is changed due to the winding-up 
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of the position in ZUNK obligations, which decrease the 
value of the investments in debt securities with ~ 37% 
and their relative share to 85.3% (90.4% in 2008). Due 
to the increase of the total assets of the bank, the share 
of the securities and investments of daughter 
companies as of the end of the first half-year dropped to 
4%, though their absolute value hasn’t changed 
significantly.   In   the   structure   of   the   portfolio   no 
significant changes occurred. 

The fifteen biggest bank exposures form 53% of the 
credit portfolio of Bulgarian development bank. All of 
them fall into the group “Regular loans”, as bigger part 
of them is exposures to banks which are contractors. 
BCRA estimates the risk related to the quality of the 
assets as being relatively low. 

In  2009  the  interest  spread  grew  up  significantly, 
determined  by  the  drop  in  the  price  of  the  interest 
liabilities.  It  is  due  to  the  increase  of  deposits  and 
borrowings from international institutions, from one side, 
and decrease of the expenses for interests in line of 
descending dynamics of the basis interests, from other 
side. During the first half-year of 2010 the analyzed 
indicator decreased mainly due to the decrease of the 
return of interest bearing assets. 

In 2009 Net Interest Margin increased significantly 
reaching  5.73%  and  anticipating  the  average  for  the 
bank system. During the first half-year of 2010 the value 
of the analyzed indicator decreased to 4.65% in line of 
the return of interest bearing assets, however, it 
remained higher compared to the average for the bank 
system. The efficiency of the expenses of Bulgarian 
development bank АD continues improving due to the 
gained growth in the balance sum of the bank. During 
the period under review the rated bank realized growth 
on yearly basis of the financial result at the end of 2009, 
as well as at the end of the first half-year of 2010 and it 
determined the increase of return of assets. 
Comparatively, „Bulgarian development bank” continues 
occupying favorable values. The trend for the financial 
result  of  the  bank  to  be  depending  slightly  on  the 
realized profits/losses from sales and reevaluation of the 
assets is kept, which is a positive factor from rating point 
of view. 
BCRA  retains  the  risk  from  the  bank  incomes 
quality as being relatively low. 

The  equity  of  Bulgarian  development  bank  AD 
dominates in the structure of the total liabilities; its share 
amounted to 68.9% as of 12.2009, and as of 06.2010 – 
62.14%. It is a precondition for lower requirements 
regarding the liquidity. 

During the period under review „Bulgarian 
development bank” registered positive maturity 
discrepancies less than 1 year between the main assets 
and liabilities which is a positive factor from rating point 

of view. Within the observed period the Net cumulative 
flows have been positive for all periods. 

Main item in the structure of the deposit basis are the 
term deposits with share of 83.8% at the end of 2009 
and 79.6% as of June 2010. At the end of 2009 the 
received deposits for period within 3 months have the 
biggest relative share on original maturity. Deposits with 
term  from  1  to  3  months  are  leading  on  residual 
maturity, followed by the deposits with maturity over 1 
year. 

As of the end of 2009 the Liquidity Ratio decreased 
reaching 20.69%, however, as of 30.06.2010 its value 
increased to 30.89%. The values of the Liquidity Ratios 
on maturity intervals of the rated bank for all intervals 
exceed significantly the average for the banks of the 
second group, as well as the whole bank system. During 
2009 BNB has recommended the proportion of the 
liquidity assets in sense of Regulation 11 to borrowings 
of institutions different from credit institutions, citizens 
and households - 15%. In 2009 the recommendation 
wasn’t changed regarding the corresponding proportion. 
As of 31.12.2009 this proportion of „Bulgarian 
development bank” is 62.94% (231% for 2008). In 
regards with the indicator “Current assets/Total liabilities 
in  a  comparative  aspect  the  rated  bank  registered 
values around the average for the reference group of 
banks. 
BCRA estimates that the Liquidity risk of „Bulgarian 
development bank” is retained low. 

At the end of 2009 Bulgarian development bank 
occupied  the 11th  position  by  size  of  assets  (15th    
as  of 31.12.2008) in „Second group” of the bank system 
in the country. This position is retained as of 30.06.2010 
as well. 

New information systems and modules attached to 
them are introduced into operation – automatization 
system of the activity of the investment intermediary; 
payments system in euro in real time within European 
Union;  payments  system  in  euro  based  on  SEPA 
standard within the country, a module attached to SSoft; 
Sessions module to SSoft for service of transactions for 
purchase of the receivables from the country, 
implemented  by  assignment  of  the  bank;  Ksetra  – 
system for participation of Bulgarian development bank 
AD at the Bulgarian Stock Exchange,etc. The bank 
retains the established organization, function principles 
and  applicable  methodologies  of  surveillance  system 
and management of credit, market and operating risk. 
BCRA estimates the risk from systems of Bulgarian 
development bank” АD as being relatively low. 
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 6.2010 
Balance Sum 1 017 656 
Net credits 795 208 
Shareholding capital 589 574 
Total Interest Income 25 896 
Profit after taxation 10 871 
Total capital adequacy 80.69% 
Net Interest Margin 4.65% 
Profit after taxation/Average assets (%) 2.27% 
Gross classified exposures/Total credits (%) 14.77% 
Net Ratio of generating  of defaults 3.10% 
Current assets/Total liabilities 17.37% 
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Main financial indicators:  
 

2009 2008 
901 609 429 629 
741 150 266 281 
589 574 214 574 
44 281 20 385 
15 546 5 395 
84.99% 58.67% 
5.74% 3.87% 
2.34% 1.63% 

12.36% 9.10% 
10.40% 5.90% 
12.73% 31.51% 
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