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BCRA – CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY (BCRA) is the 
third qualified rating agency in EU, registered under 
Regulation 1060/2009 of the European Parliament 
and of the European Council. The credit ratings, 
assigned by BCRA, are recognized in the whole EU 
and are entirely equal with the other ratings, 
recognized by European Securities and Markets 
Authority (ESMA), without any territorial or other 
restrictions. The rating scale of BCRA coincides with 
the scale of Standard & Poor’s. 
 BCRA retains the long-term claims 
paying ability rating of ZAD „BULSTRAD VIENNA 
INSURANCE GROUP” iA- and short-term rating 
ia-1 (outlook: stable). The officially adopted 
methodology for assignment of claims paying 
ability rating to insurance companies is used by 
BCRA (http://www.bcra-bg.com/files/file_202.pdf). 
       To elaborate the credit report and to award the 
credit rating, BCRA uses information from the rated 
insurance company, FSC, National Statistical 
Institute, BCRA`s database, consultants and other 
sources of public information.  
 

Characteristics of the Bulgarian general 
insurance market  during the period under review 
(09.2010 – 09.2011): 
 The downturn trend of GDP is maintained in 
direct insurance; 
 A positive result from investment activity  for 
2010, which, however, has not succeeded to 
compensate the loss from insurance activity. Positive 
net financial result was available in the first half of 
2011; 

 Insignificant changes of the market 
concentration; 
 The leading role of the car insurances is 
maintained. 
 As a result of the continuous deterioration of 
the market environment in 2010 the direct premium 
in the sector of „Autocasco” decreased by 16.7% and 
the insurance share in the total GDP decreased to 
36.5% (41.6% for 2009). During the half-year of 2011 
the downturn trend of the incomes continued. The 
dynamics is opposite with „Third Party Liability, 
related to the possession of cars”: in 2010 its share 
increased to 35.6% of the total GDP (30.6% in the 
previous year); the growth of the incomes from it is 
10.3%. The increase of GDP is determined by the 
obligatory character of the insurance and increase of 
its price. In the first half of 2011 the upturn trend is 
maintained (15.0%).  
 A decline on an annual basis is observed 
with the property insurances for 2010, as well as for 
the first half of 2011. BCRA retains its assessment 
for the state of the sector relatively high. 
 In March 2011 the company took a decision 
to increase the equity by issuing of 613 647 new 
registered shares with a nominal value of BGN 10 
each. After its increase the share of the major owner 
of “BULSTRAD VIENNA INSURANCE GROUP” “TBI 
BULGARIA” AD increased to 97.72%. The increase 
of the equity is accompanied by personnel changes 
of Supervisory and Managing Council of the 
company. With view of the realized loss in 2010, in 
March 2011 a Programme for achieving of a stable 
financial result is adopted with the aim to improve the 
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financial indicators. During the update period a 
merger procedure of ZK „BULGARIAN 
PROPERTIES” AD and ZAD “BULSTRAD VIENNA 
INSURANCE GROUP” is in progress. The merger is 
expected to be completed in the first half of 2012 and 
has got a synergic effect in financial relation, as well 
as in the market position and human resources as 
the main aim is to enhance the efficiency. BCRA 
retains the risk from shareholding structure and 
management low. 
 During the period under review the downturn 
trend of GDP realized by ZAD „BULSTRAD VIENNA 
INSURANCE GROUP”. At the end of 2010 the 
registered decrease was 13.8%, and as of 09.2011 – 
19.7% on an annual basis. As a result of this the 
rated company did not hold its leading position at the 
general insurance market.  
 The most significant (in absolute values) is 
the decline of the car insurances. The decrease of 
the incomes on „Third Party Liability, related to 
possession and use of cars” is determined by 
change in the company policy, directed to selection 
of the clients and avoidance of high risk bearers, as 
well as an increase of the price. The downturn trend 
of the property insurances continued – as of 9.2011 
the total decline of the incomes on „Fire and fire 
disasters” and „Property claims” was in the amount 
of 4.6%. As a whole the market share of the rated 
company continues decreasing on an annual basis 
and as of the end of 2010 (13.2% compared to 
14.6% in 2009), and as of the six-month period of 
2011 (12.4% compared to 16.2% for the same period 
of the previous year).  
 As of the first half-year of 2011 the company 
expanded its market presence with insurances 
„Aircrafts” (by 4.6 %) and „Third Party Liability of 
vessels” (4.7%). All other insurances registered 
shrinkage of the market share as the total decline for 
all business directions is by 3.8 %. The changed 
structure of the insurance portfolio of ZAD 
„BULSTRAD VIENNA INSURANCE GROUP” in 
2010 is mainly due to insurances „Insurance of Road 
Vehicles other than Railway Vehicles” and „Third 
Party Liability, related to the possession and use of 
cars” – the share of the first decreased (by 4.3 %) at 
the expense of the share of the second (an increase 
of 3.4 %). In a comparative aspect „BULSTRAD 
VIENNA INSURANCE GROUP” continues being 
characterized with a relatively favourable structure of 
the portfolio from insurances – the share of „Third 
Party Liability, related to the possession and use of 
cars” is close to the average for the competitive 
group, whereas the share of the leading insurances 

as a whole is lower by 7.8 % than the average for the 
other insurance companies. 

In 2010 both gross and net claims ratio 
registered a significant increase (respectively 31% 
and 14 %). After the measures taken for 
restructuring of the portfolio on Third Party Liability 
related to possession and use of cars and tight 
control of risk assessment in concluding of the 
insurance, in the first half of year of 2011 the rated 
company registered a significant decrease of claims 
in line of this insurance compared to the end of 2010. 
Though that the total net claims ratio remained 
significantly higher compared to the average for the 
competitive group.  

The analysis of the expense structure of the 
company shows that Combined Expense Ratio 
increased in the first half of the year of 2011 
reaching to 111.0%; the increase is in line of the 
growth of expense ratio. This value shows that the 
company continues regaistering a loss from 
insurance activity. BCRA assesses the risk from 
the operating activity of the company relatively 
high. 

During the observed period there were no 
significant changes in the reinsurance programme of 
the company. The company continued applying strict 
rules in selection of partners; the selection is focused 
on companies with a high credit rating. BCRA 
cosniders that the risk from reinsurance activity 
of the company is maitained low. 
 In the update period the technical reserves 
of „BULSTRAD VIENNA INSURANCE GROUP” 
increased by 2.6%. The structure of the portfolio for 
coverage of the technical reserves is changed. A 
significant growth on an annual basis was available 
in the investments in bank deposits and government 
securities, which reflected on increase of the total 
relative share of the high liquid assets to 46.7% 
(33.6% as of 30.09.2010).  
 As of the end of 2010 the size of the 
investment portfolio of ZAD „BULSTRAD VIENNA 
INSURANCE GROUP” decreased by 2.0% 
compared to the previous year in an average 
increase of the aggregate portfolio of the other 
companies in the sector by 10.3%. There was a 
strong decrease of the resources on the bank 
deposits at the expense of the increase of 
investments in government securities. The achieved 
net result from investment activity for 2010 increased 
slightly compared to the previous year and amounted 
to BGN 4 858 thousand (BGN 4 519 thousand in 
2009). The realized profitability of the portfolio 
(4.21%) is lower than the average for the adjusted 
sector (5.36%). BCRA considers that the risk from 
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the investment activity of the company is 
maintained relatively low. 
 In 2010 ZAD “BULSTRAD VIENNA 
INSURANCE GROUP” registered a decrease in the 
size of Net Earned Income - 15.85% (with a 8.4% 
decrease of the sector). Return on Equity occupied a 
negative value in line of negative financial result (the 
sector registered a 3.0 % return). In the nine-month 
period of 2011 the downturn of Net Earned Income 
deepened (35.25%). Gross and Net Claims Ratio 
decreased to more favourable levels.  
 At the end of 2010 the company`s equity 
registered a downturn of 51.25% on a yearly basis in 
line of the significant loss, realized for the year. It led 
to a decline of the actual solvency under the legal 
limit (a deficit in the amount of BGN 16 952 
thousand) and the coverage ratio reached to 0.49. 
To overcome it the company`s equity will be 
increased. As of 09.2011 the coverage ratio took a 
favourable value (1.37). In 2010 the average levels 
of leverage for the other leading companies in the 
sector followed a downturn trend. Unlike them the 
rated company registered a significant growth in line 
of the strong decrease of equity. As a result of this 
the values of the leverage for 2010 of ZAD 
„BULSTRAD VIENNA INSURANCE GROUP” are 
sensitively over the average for the group. In 2010 
liquidity ratio decreased by 0.3 % as its value is close 
to the average for the other leading insurance 
companies (4.3%). As of 09.2011 a significant 
decrease is observed mainly in line of the decrease 
of cash resources. BCRA assesses the risk from 
the financial state of the company relatively high. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Key Financials: 
Indicator / Year :  9/2011 2010 2009 

Gross Direct Premium: 118 170 180 656 209 490 
% growth rate (year on year) -19.68% -13.76% -5.60% 
Net Direct Premium: 75 928 128 258 174 426 
Net Earned Income: 83 344 144 319 171 507 
Net profit 798 -30 607 95 
Retention 64.25% 71.00% 83.30% 
Cross Claims Ratio 59.03% 80.64% 50.00% 
Net Claims Ratio 63.34% 82.44% 63.00% 
Expense Ratio 23.86% 22.26% 17.60% 
Commission Ratio 16.97% 20.60% 21.70% 
Combined Ratio 104.76% 125.14% 102.30% 
Equity 58 250 28 806 59 088 
Technical reserves 120 128 139 661 148 186 
Operating Leverage 143.08% 501.00% 290.00% 
Financial Leverage 206.23% 484.83% 251.00% 
Liquidity Ratio 1.44% 4.36% 4.70% 
Return on Equity - - 0.20% 
 
  
 
 

 
 

 
 

 
 
 

 
 
 

 
 

 
 


